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Professional Notes. 


Ox August 24th the Prime Minister tendered 
the resignation of his Ministry to the King, who 
ntrusted Mr. MacDonald with the formation of 
& National Government for the sole purpose 


The Prime Minister has secured the co-operation 
of Mr. Stanley Baldwin on behalf of the 
Conservative Party, and Sir Herbert Samuel on 
behalf of the Liberals. In the official statement 
it was announced that as the commerce and 
well-being, not only of the British nation, but of 
a large part of the civilised world, has been 
built up and rests upon a well-founded confidence 
in sterling, the new Government will take 
whatever steps may be deemed by them to be 
necessary to justify the maintenance of that 
confidence unimpaired. 


We publish this month the final speeches of 
Counsel and the Judge’s summing up in the 
Royal Mail Steam Packet Company case, together 
with an appendix embodying the accounts of 
the company for the years 1926 and 1927, and 
the Prospectus which was issued in July, 1928. 
Without these documents the figures referred 
to in the course of the proceedings are in many 
instances difficult to follow, and the appendix 
will accordingly facilitate a clear understanding 
ofthe case. Our observations on the professional 
aspect will be found in a leading article. 


Sir Malcolm Ramsay, who has occupied the 
position of Comptroller and Auditor-General for 
many years, is retiring on September 30th. The 
country is thus losing the assistance of a valuable 
public servant, whose reports on national accounts 
were models of candid criticism. When he 
discovered irregularities they were always exposed 
without fear or favour, and consequently the 
control which he exercised had a salutary effect 
on the accounting methods of the departments 
which came under his supervision. Sir Malco!m 
was elected an honorary member of the Society 
of Incorporated Accountants and Auditors in the. 
year 1924, and the good wishes of the members 
will go with him in his retirement. He is to be 
succeeded by Mr. Gilbert Charles Upcott, C.B., 
who is at present a Deputy Controller in the 
Treasury. 


On an appeal from the Willesden County 
Court in the case of Raymond v. Wooten, an 
interesting decision was given in the King’s 
Bench Division with regard to the rights of 
an agent to commission in negotiating the sale 
of a house. Mr. Justice Charles, in delivering 
judgment, said that the question before the 
Court was what was the position of an agent 
who, being instructed with others to sell a 


of meeting the present financial emergency. 


house, procured an offer to purchase “ subject 
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” 


to contract” which was accepted “ subject to 
contract,” and the sale subsequently went off 
owing to the vendor obtaining a better offer. 


—— 


The agent claimed his commission, but payment 
was refused. His Lordship said that the agent 
had not completely performed his duty until a 
binding contract had been entered into. He 
could not, therefore, recover commission, and his 
remedy, if any, would be for damages for alleged 
breach of contract. But there was no such 
breach, as the matter was still open until the 
contract had been completed. The vendor had 
done nothing which she was not entitled to do, 
and was not in default in any respect. She could 
accept the later offer so long as the matter was 
at large, and therefore the agent was entitled 
neither to commission nor damages. The 
decision of the County Court Judge in favour 
of the agent was accordingly reversed. 


Those of our readers who are concerned with 
the affairs of Industrial and Provident societies 
will read with interest the extracts from the 
report of the Chief Registrar of Friendly Societies 
which we publish in another column. These 
extracts deal with instances of defalcations and 
how they are brought about ; also cases of incorrect 
accounting and auditors’ special reports on the 
accounts presented to them. The particulars 
given by the Registrar are a useful guide to 
auditors as to the direction in which regularities 
may be looked for in other cases. 


The Opinion of Counsel on the subject of the 
appointment of alternate directors, which was 
obtained by the Institute of Secretaries and pub- 
lished in our July issue, has been the subject of a 
good deal of discussion in the public Press. The 
“Opinion on the various points was given on the 
assumption that the Articles of Association were 
in the form of Table A with the addition of 
an Article in common use in cases where the 
appointment of alternate directors is con- 
templated. By sect. 151 of the Companies 
Act, 1929, an assignment of his office by a 
director is ineffective unless it is approved by 
a special resolution of the company. It is 
therefore important to observe that Counsel 
do not regard the appointment of an alternate 
director as an assignment within the meaning 
of the section, because the original director still 
retains ‘his office. Nevertheless, an alternate 
director must be included in the Register of 
Directors and in the return to be made to the 
Registrar of Joint Stock Companies. His name 


must also appear along with those of other 
directors on business letters, &c. 


Counsel apparently regard an alternate director 
as a principal, and not as an agent of the director 
who appointed him. This provision is usually 
contained in the Article dealing with the matter, 
but Counsel do not regard such a provision as 
serving any useful purpose, their view apparently 
being that in the absence of anything to the 
contrary in the Articles of the company the 
alternate director is not an agent. The con- 
sequence of this appears to be that upon the 
appointment and acceptance of the alternate, 
the appointing director ceases to be responsible 
for the conduct of the company’s affairs until 
the appointment is withdrawn. 


The Financial Times has been discussing the 
question of the valuation of fixed assets in 
the accounts of a public company, including 
land, buildings and plant, and its conclusion is 
that the only way in which the matter can be 
satisfactorily dealt with is for these assets “ to be 
valued by competent professionals every time 
the accounts are made up,” the valuation to be 
“‘ expressed in approximately realisable terms.” 
Coming from'the pen of a financial writer this is 
a somewhat startling proposition. It practically 
means that assets such as plant and machinery 
are to be valued at the figure at which they 
could be re-sold, whereas the generally accepted 
principle is that such assets should be stated at 
their value as a going concern, which is quite a 
different matter. If, for example, new plant is 
bought and installed this year, its realisable 
value at the end of the twelve months would 
probably be less than 50 per cent. of its cost. 
Is it, therefore, to be written down by one-half, 
and, if so, are the profits of the company for the 
twelve months to be charged with that amount ? 


We venture to say that no company could carry 
on its business on those lines. Plant is acquired 
for retention and not for sale, and it is its value 
for the purpose for which it was designed and 
not its saleable value at any given time which 
should be taken into account. The usual course 
is to so regulate the amount of depreciation 
written off that the asset will be extinguished 
within the term of its useful life and provision 
made for its replacement. Should the company 
have to be liquidated in the meantime there will, of 
course, be a substantial loss; but every business 
man knows that in the event of liquidation there 
is bound to be a loss on an asset of this characte? 
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A further point referred to by the writer of the 
article is that if the asset is valued on the basis 
of cost, and the cost is a pre-war one, the company 
will probably be in possession of a considerable 
hidden reserve, but on the other hand, if the 
cost relates to a period round about the year 1920 
there will be an over valuation. This is quite 
gorrect, unless the circumstances have been 
properly considered in connection with the fixing 
of the rate of depreciation. What has to be 
borne in mind is that when the asset works out 
it has to be replaced, and therefore a replacement 
yalue must be provided in the depreciation reserve. 
Should this not be done, the hidden reserve in 
the pre-war asset will gradually disappear, and 
when the time for renewal arrives there will not 
be sufficient to meet it. 

Regarding the over-valuation of the post-war 
asset, to which the writer of the article refers, 
the application of a normal rate of depreciation 
taleulated on the cost price would probably 
provide a reserve more than adequate to replace 
it in view of the subsequent fall in prices. 
The fact is that an independent valuation 
of assets such as plant and machinery is liable 
to be very misleading, and, taking al! things 
into consideration, a much fairer and more 
qjuitable result is arrived at by writing off ade- 
quate depreciation year by year on the basis of 
replacement value. Other fixed assets, such as 
land and buildings, are not quite in the same 
tategory. For instance, their value may some- 
times increase through circumstances unconnected 
with the business, but that would hardly justify 
awriting up in the accounts. 

A Bill to amend the Canadian Companies Act 
(Bill No. 108) has been passed by the Canadian 
House of Commons, containing, inter alia, the 
following provision :— 

“ Sub-section three of section one hundred 
and twenty-three of the said Act, as enacted 
by section thirty-five of Chapter nine of the 
Statutes of 1930, is repealed and the following 
substituted therefor:— _ 

(8) Neither the auditor of any company 
nor any partner nor associate in any 
accounting or auditing company or business 
with the said auditor shall be capable of being 
appointed a director or officer of the com- 
pany; Provided, however, that this sub- 
section shall not apply to any private com- 
pany, nor in the case of any company whose 
shares, bonds, debentures, or debenture stock 
are not offered for public subscription.” 


We understand that the Bill has now been passed 


by the Canadian Senate without amendment, 
and has thus become law, but at the time of 
going to press a copy of the Bill as finally passed 
is not available in this country, and we are 
therefore unable to state with absolute certainty 
that the foregoing is the final wording of the clause. 


The Architects Registration Act has now 
received the Royal assent. It provides for the 
setting up of a Register of Architects. The 
register is to be controlled by a council composed 
of representatives of all the architectural bodies 
in the United Kingdom in proportion to their 
numerical strength, with the addition of one 
representative appointed by each of the Govern- 
ment Departments interested, while the leading 
bodies representing engineering, surveying and 
building are to have the right to appoint one 
representative each if they so desire. Persons 
whose names are on the register will be entitled 
to use the designation “ Registered Architect,” 
but the title “ Architect’ may continue to be 
used by any person although his name is not on 
the register. Penalties are imposed for improper 
use of the designation “ Registered Architect,” 
and power is given to the council to make 
regulations regarding admission and examination 
fees, &c. A rather unusual condition is attached 
whereby the council must set aside at least 
50 per cent. of the fees received for providing 
scholarships and maintenance grants for the 
assistance of students of inadequate means. 


Mr. R. Sutcliffe, F.S.A.A., the Borough 
Treasurer of Middlesbrough, has been granted 
by the Town Council an honorarium of £250 and 
an increase in his salary of a similar amount in 
recognition of his services to the Corporation 
in securing an Income Tax rebate of some 
£47,000 from the Inland Revenue Authorities. 
The effect of this rebate, it is stated, will enable 
the finance committee to reduce the town’s 
rate for the next half-year by 6d. in the pound. 
Other municipalities will doubtless be interested 
to ascertain exactly how this large rebate has 
been obtained. Azan 


Life assurance companies are still exercising 
their ingenuity in providing additional attractions 
to policy holders. The latest form of policy, 
while embodying most of the previous options, 
gives the policy holder a choice at the age of 65 
of taking in cash the full amount of all the pre- 
miums paid or of continuing the assurance as a 
paid-up policy for a maximum figure, or taking 
part in cash and continuing the assurance for 
a smaller amount. Where the policy holder 


takes a refund of the premiums the company is 
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thus left with only the interest earnings on the 
premiums to cover both the death risk and its 
own profit. 

For offences relating to the failure to hold the 
statutory meeting of a company for the year 
1930, and failure to lay before the company 
in general meeting a profit and loss account, 
fines totalling £550 were imposed on the company 
and two of its directors at the Mansion House, 
London, recently. It was stated that there were 
no funds in the company’s coffers, and that the 
directors had taken no fees and the secretary 
no salary for some time, but the only concession 
made was that time to pay was allowed. . 


THE ROYAL MAIL PROSECUTION 


THE report of the trial of Lord Kylsant, Chairman 
of the Royal Mail Steam Packet Company, and 
of Mr. H. J. Morland, formerly Auditor of the 
company, on charges arising out of the affairs of 
the company, has occupied over 200 columns 
of the Incorporated Accountants’ Journal in this 
issue and that for August. The reason is that 
the prosecution of Mr. Morland involved issues of 
transcendent importance to the profession as a 
whole, besides being of great personal interest. 

The indictment against the two defendants 
contained three counts. The first count charged 
Lord Kylsant that he on May 11th, 1927, being a 
director of the Royal Mail Steam Packet Com- 
pany, did make, circulate or publish or concur 
in making, circulating or publishing an annual 
report of the directors of the company for the 
year 1926 which he knew to be false in a material 
particular in that the said annual report 
concealed from the shareholders the true position 
of the company with intent to deceive the 
shareholders. The defendant, Mr. Morland, was 
charged that he aided and abetted Lord Kylsant 
to commit that offence. 

In the second count of the indictment Lord 
Kylsant was charged that he on May 9th, 1928, 
did make, circulate or publish or concur in 
making, circulating or publishing an annual 
report of the directors of the company for the 
year 1927 which he knew to be false in a material 
particular in that the said annual report con- 
cealed from the shareholders the true position 
of the company with intent to deceive the share- 
holders. Mr. Morland was also charged that he 
aided and abetted Lord Kylsant to commit that 
offence. 

In the third count of the indictment Lord 
Kylsant alone was charged that he on June 29th, 
1928, being a director of the Royal Mail Steam 


Packet Company, did make, circulate or publish 
or concur in making, circulating or publishing a 
certain prospectus inviting the public to sub- 
scribe to an issue of 5 per cent. Debenture Stock 
of the Royal Mail Steam Packec Company, which 
he knew to be false in a material particular in 
that he concealed the true position of the company 
with intent to induce persons to entrust or advance 
property to the company. 

As we were able to announce in our last issue, 
Mr. Morland was acquitted on the two counts of 
the indictment relating to the company’s annual 
accounts and he was ordered to be discharged, 
but Lord Kylsant was found guilty on the third 
count of the indictment only, and was sentenced 
to twelve months’ imprisonment in the second 
division. Sir John Simon, on Lord Kylsant’s 
behalf, intimated that there would be an appeal, 
and so far as Lord Kylsant is concerned the 
matter still remains sub judice. 

The charges made against Mr. Morland related 
to the balance sheets of 1926 and 1927, the former 
containing a balance to the credit of profit and 
loss of £266,782 9s. 2d., and the latter a balance 
to the credit of profit and loss'of £228,162 15s. 7d. 
On turning to the profit and loss accounts for 
each year, in the Appendix to our report, it will 
be found that the principal item brought to 
credit was set forth as follows :—‘ Balance for 
the year, including dividends on shares in allied 
and other companies, adjustment of taxation 
reserves, less depreciation of fleet, &c.” It was 
not disputed that the words “ Adjustment of 
taxation reserves ’’ were required to be inserted 
in the profit and loss account by Mr. Morland 
before he would sign the balance sheets as 
expressing the information which he as auditor 
thought should be given. 

It will be seen from the summing up of the 
learned Judge that he put to the jury whether 
Mr. Morland was guilty of fraudulent intent im 
signing accounts containing balances brought 
to the credit of profit and loss account from 
taxation reserves no longer required without 
disclosing or causing to be disclosed to the share- 
holders the respective amounts of such reserves. 
Mr. Justice Wright told the jury that if they 
were satisfied that Lord Kylsant was guilty om 
the main charge against him in the first and 
second counts of the indictment, then they could 
go on and consider whether Mr. Morland with 
guilty intent, knowing what Lord Kylsant was 
doing, was aiding and abetting him in cont 
mitting a crime. It was not necessary, said the 
learned Judge, to prove that there was com 
munication between a principal offender and the 
man who was charged with aiding and abetting, 
because if the second man had deliberate purpos€ 
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jn assisting, if he did something which assisted 
the principal, and if he knew that the principal 
was engaged in committing the offence, then the 
charge of aiding and abetting would be made out. 
Here, again, in the case of Mr. Morland the jury 
must be satisfied that the statement which he 
signed was false and false to his knowledge, was 
published by him with the knowledge of its 
falsity, with an appreciation of its falsity and 
with the intention that it should deceive the 
shareholders. 


It is necessary that all those who care for the 
honour and welfare of the profession should read 
the full report of the evidence given at the trial. 
It will be seen that Lord Plender, as the first 
witness for the Crown, dealt with certain ques- 
tions, put to him in cross-examination by Sir 
Patrick Hastings on Mr. Morland’s behalf, in the 
way which we would have expected. Sir William 
MeLintock gave evidence as to his report to the 
Trade Facilities Committee, which no doubt led 
up to the prosecution, but it is only fair to 
Sir William to say that the Attorney-General’s 
explanation will be accepted that he himself was 
msponsible for the prosecution and that Sir 
William McLintock had nothing whatever to 
do with it. The only evidence on behalf of 
Mr. Morland was that of Mr. Henry Morgan, 
the President of the Society of Incorporated 
Accountants and Auditors, and Mr. H. L. H. 
Hill, the President of the Institute of Chartered 
Accountants. Mr. Morgan stated that, on the 
widence before the Court, had he been the 
Auditor of the company he would have signed 
the balance sheets for 1926 and 1927. Mr. Hill 
sid that in his view the “ Balance for the year,” 
asset out, “including Dividends on shares in Allied 
and other Companies, Adjustment of Taxation 
Reserves, less depreciation of Fleet, &e.,” was 
properly brought in, and that nothing he had 
heard in the evidence would have caused him 
o qualify his certificate in the least. Similar 
views were expressed by Mr. Brian Manning, a 
Chartered Accountant, who was called or behalf 
Lord Kylsant. 


There may or may not be some difference of 
inion in the profession as to whether Mr. 
Morland might have taken a somewhat different 
‘ourse to the one he adopted as auditor of the 
Royal Mail Steam Packet Company, but we do 
tot believe that there is any doubt whatever in 
the minds of all recognised and reliable ac- 
untants as to the personal honour and pro- 
fssional integrity of the man who has just been 


though the intense ordeal of a nine days’ trial ; 


amd who has had to justify himself before a jury 
Ma criminal Court at enormous expense and 


sacrifice. Mr. Morland had a distinguished 
academic career and he has been a member of the 
Institute of Chartered Accountants for over 30 
years. Of a retiring disposition, he is not so 
well known to the public as the famous firm of 
which he is a partner, but everyone who has had 
real knowledge of him does not fail to testify 
to the usefulness of his life and the integrity of 
his career. His prosecution in the Central 
Criminal Court has caused the most pained 
surprise throughout the profession. 


We do not close our eyes to the fact that there 
are some lessons to be learned from this trial, 
but we would utter a warning against hasty 
generalisations on needed reforms of the 
Companies Act based upon criminal charges in 
connection with a company incorporated under 
Royal Charter as far back as the year 1839. It 
has been a pride for many years that the standard 
of auditing adopted by members both of the 
Institute and Society has been above that de- 
manded by the ordinary civil law. It will not 
help matters to discuss company accounts from 
any fear of what might happen to an auditor 
under charges which could be brought against 
him in a Criminal Court. 

The Company Law Amendment Committee of 
1925-6 (generally known as the Greene Committee) 
unanimously expressed the opinion that in general 
the law as it then stood with regard to the powers 
and duties of auditors was satisfactory. In the 
view of that Committee it would be a mistake to 
define these by statute having regard to the 
multifarious circumstances which in practice 
arise. The Attorney-General in his closing speech 
said he dissented entirely from the point of view 
which he understood Mr. Morgan to put forward— 
that an auditor was not concerned with the form 
of the profit and loss account. While Mr. 
Morgan was quite accurate, it is easy to go wrong 
in regard to this part of his evidence. What he 
said was that there is no indication in the Act 
of 1929 as to what a profit and loss account 
should contain, and in answer to the Attorney- 
General he also added, “If a profit and loss 
account is published I do not see that objection 
can be taken to it on the grounds that it. is un- 
informative, but if it is published my view is 
this, that it shall not be so worded or stated that 
it is capable of deceiving or misleading.” 

The time will soon arrive when this and other 
questions must be dealt with, but we hope that 
in considering them the members of the pro- 
fession will divest their minds as far as. possible 
from the fact that a colleague has been placed 
in grave peril in the discharge of his duties as 
an auditor. 
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Society of Incorporated Accountants 
and Auditors. 


MEMBERSHIP. 
The following additions to the Membership of the 
Society have been completed since our last issue :-— 


ASSOCIATES. 

AsTLEY, Frank ASPINALL, Clerk to Milford & Co., 
8, Richmond Terrace, Blackburn. 

Boots, Wii1u1aM Rosert, Clerk to Edmund D. White 
and Sons, London and Lancashire Chambers, 45a, 
Dale Street, Liverpool. 

Bowsuer, LAURENCE FRANK, Clerk to E. R. Syfret & Co., 
Burg and Wale Streets, Cape Town. 

Braprorp, Harry AuLBert, H.M. Assistant Inspector of 
Taxes, 845-7, High Road, Leytonstone, London, E.11. 

Buutiovus, Donatp Epwin, Clerk to J. W. Best & Co., 
St. Peter’s Close, Sheffield. 


Cuuss, Rosert Gioyn, Clerk to Rabbidge, Sons & Hillyer, 
8-4, Clements Inn, Strand, London, W.C.2. 


Coe, JAMEs Pas_tey ParmirTer, Assistant Accountant, 
Argentine Southern Land Co., River Plate House, 
18, South Place, Moorgate, London, E.C.2. 


CotMAN, Sipney HEeErRBertT, 9, King’s Close, Hendon, 
London, N.W.4, Practising Accountant. 


Cross, Matcotm FrepeEriIck, Clerk to James Thomson, 
The Crescent, 115, Drake Street, Rochdale, Lancs. 


Curry, DENNIS STEPHEN, Clerk to Dubois & Co., 45, 
Museum Street, London, W.C.1. 


Dayan, Leste, Clerk to Charles L. Barfoot & Co., 
Westgate Chambers, Newport, Mon. 


FARRELL, WiiuiaMm, Clerk to J. & R. Morison & Co., 
4, Blackfriars Street, Perth. 


Fryer, Ratpa KENNETH, Clerk to Mitchell & Plummer, 
Guildford Chambers, Cheapside, Luton. 


Game, WiiuiaM Henry, Clerk to Mayhew & Lawley, 
62, Oxford Street, London, W.1. 

Grsson, StaNLey, Accountant, Bingley Urban District 
Council, Town Hall, Bingley. 

GLEAVE, HERBERT Vivian, Clerk to Peat, Marwick, 
Mitchell & Co., 2, Park Place, Leeds. 


Hamitton, Jonn Stewart, City Chamberlain’s Office, 
285, George Street, Glasgow. 

Harroip, W1111aM Joun, Clerk to John E. Mitchell and 
Co., Imperial Buildings, Victoria Street, Nottingham. 


Heap, Donatp, Clerk to John King & Son, Bank Cham- 
bers, Wallgate, Wigan. 

Hrver, JAMES SAMUEL, Clerk to Martin, Farlow & Co., 
34 and 36, Gresham Street, London, E.C.2. 


Hinton, Georce Wii11am, Clerk to M. O. Beale & Co., 
— Railway Approach, London Bridge, London, 
.E.1. 


Jounson, THomas REGINALD, City Treasurer’s Depart- 
ment, The Council House, Birmingham. 

Ketty, Epwarp Micnaet, Clerk to Pridie, Brewster 
and Gold, 183, Moorgate, London, E.C.2. 

Lams, Georce Epmunp, Clerk to Starkie & Naylor, 6, 
South Parade, Leeds. 


LavuRENCE, LeonarD Gerorce, 15, Woodberry Way, 
‘ord, London, E.4 (formerly Clerk to Woodman, 
Cox & Wilkins, London). na. hUw 


Lewis, Ceci, James, Clerk to Howard, Howes &{Co., 
Norfolk House, Norfolk Street, London, 


W.C.2. 
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Loncwortn, Epwarp, Clerk to Alfred Burgess & Co, 
4, Chapel Walks, Manchester. : 


McArtuur, WILLIAM Brasu, City Chamberlain’s Office, 
285, George Street, Glasgow. 


MALLINSON, JoseEPH Harrison, Clerk to W. S. Cunliffe 
and Co., 40, King Street, Manchester. 


Moore, Witrrip Francis, Clerk to W. H. Priestley, 
Borough Accountant, Municipal Offices, Twickenham. 


PARTRIDGE, Ernest REGINALD, Clerk to Holroyd, 
Northcott & Co., 6, Great Winchester Street, Old 
Broad Street, London, E.C.2. 


PiackeTT, Lesiie Herpert Tuomas, Clerk to Page, 
Simpson, FitzGerald & Lambert, Essex House, High 
Street, Stratford, London, E.15. 


Pryor, ALBERT Henry, Clerk to Stanley F. Stephens 
and Co., 16-17, New Hibernia Chambers, London 
Bridge, London, S.E.1. 


Rice, Georce Freperick Davin, Clerk to James Todd, 
Adams & Wilcock, 381-399, Salisbury House, Finsbury 
Circus, London, E.C.2. 


Savers, GeorGe Franx, Clerk to Norman D. Vine & Co., 
Pearl Chambers, East Parade, Leeds. 


Suan, AMRITLAL JETHABHAI, B.Com., Clerk to Damania, 
Panday & Bajan, Petit Building, 359, Hornby Road, 
Fort, mbay, India. 


Sms, Artuur Leste Beppor, Clerk to Brinley Bowen 
and Mills, 22, Wind Street, Swansea. 


Smirn, ALEXANDER, H.M. Inspector of Taxes, Harrogate 
District, 23, Victoria Avenue, Harrogate. 


SoMERVILLE, CHARLES Epwarp Branscomse, B.Com., 
Clerk to Peat, Marwick, Mitchell & Co., 11, Iron- 
monger Lane, London, E.C.2. 


Tay Lor, Payius Erne, 53, Park View Crescent, New 
Southgate, London, N.11 (formerly Clerk to J. W. 
Lussignea, 64, West Smithfield, London, E.C.1). 


Turrsk, Coitn, Clerk to Leslie Lewis (Ransom, Harrison 
and Lewis), 22, High Street, Sheffield. 


Tooruitt, Henry Grravp, Clerk to Henry Toothill and 
Son, 9 and 11, Figtree Lane, Sheffield. 


Truscott, Tuomas Over, Clerk to J. H. Chown, Lloyds 
Bank Chambers, Penzance. , 


Watts, THomas Wii11am, Clerk to Hood & Hopkins, 
155, Albert Road, Middlesbrough. 


WeaTHERILL, Leonarp Owen, Travelling Continental 
Auditor, Gillette Industries Limited, 197-207, City 
Road, London, E.C.1. 


Worratt, Cuarves, Clerk to E. J. Wolstenholme and 
Clemence, Crown Chambers, 36, Yorkshire Street, 
Rochdale. 


@bituarp. 


THOMAS MASON DAFFERN. 


We regret to announce that Mr. T. M. Daffern, F.S.A.A, 
died at his residence in Coventry on July 25th, at the age 
of 76. Mr. Daffern had been in public practice since the 
year 1896; previously thereto he was secretary and 
accountant to the Leigh Mills Company ‘at Coventry: 
He became an Associate of the Society in 1895 and # 
Fellow in 1917. For over 50 years Mr. Daffern w%® 
closely associated with the building society movement 
He was one of the founders 48 years ago of the Coventry 
Permanent Economic Building Society, of which at the 
time of his death he was director. 
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THE ROYAL MAIL STEAM PACKET COMPANY. 


Trial of Lord Kylsant and Mr. H. J. Morland. 
(Continued from August Issue.) 


FinaL SPEECHES oF COUNSEL AND JuDGE’s SummMING UP. 


EIGHTH DAY’S PROCEEDINGS. 
Sm Joun Simon For Lorp KYLsAnrt. 


rena: cae eek Ce Dae wands, Se Was am, 
be glad that they had now reac the closing stages of 
the trial, and he was sure that during the course of the 


case they had felt a little weary when matters which were 


were gone over again, but he must deal with 
one or two of the most important points further in order 
to give his explanation on behalf of his client. 


things which they a already feel were familiar to 
ired to do his duty simply and clearly, 

and that duty required that he should, even at the risk of 
being thought wearisome or redundant, present to them a 
connected view of the matter, which, if it commended 
itself to them, he invited the jury to bear in mind until 
the end. The first he wished to say was that the 
ve in their mind that on each 
ts of the indictment both the two 

counts which affected Mr. Morland and the third count 
the prospectus which affected Lord Kylsant 
alone, on each one of those three distinct counts it was 
Necessary to prove each one of them. If it were proved 
at the end of the case that any one of those three counts 
was in the judgment of any one of them not adequately 
they were bou to acquit the defendants. 

t were those three things ? They were three elements 
inthe charge. Counsel did not agree that the view was 
that if the first of those matters was established, the 
other two would follow automatically. The question was, 


Counsel had pointed out, and he thought his Lordshi 
would confirm him in his view—ieaving aside for the 
moment the effect of what was stated—the criminal 
section under which Lord Kylsant was brought to the 
Otd oe | with his liberty in jeopardy was not a section 
which to decide the extent of disclosure. They might 
be matters, very proper matters, for a different tribunal. 
But there in that Criminal Court, dealing with that 
section of the Act, the first issue was not an issue as to 
whether it would be proper or wise, good accountancy or 
goed business, to provide additional details. The ques- 
tion was, was there in that which had been stated in 
Writing, a material particular on which the jury or any- 
body could put their hands, and say that it was false ? 

Secondly, in respect of each count of the indictment, 
the jury to say, before they could convict, if any 
holes could be picked in a material particular in what had 
been stated in writing, and they must be satisfied that 
Lord Kylsant knew that he was putting forward a written 
Statement, and a statement which was false. 

Counsel said he might perhaps be permitted to submit 
to his Lordship and to the jury through him a considera- 
tion. One could well understand that the view might be 
advanced that that section, when it spoke of falsity in a 
Written statement in a material particular, might cover 


the case, not only by what was stated sentence by sentence 
and figure by figure, but would cover also what might be 
Tegarded as the effect of what was stated. 


“Let me su ,” said Counsel, “‘that you have a 
business man who has, as a matter of fact, entrusted a 
good deal of the accountancy side of the business to 
others, and that you may have before you a man holding 
an honourable position, and may not in every 
have had a clear and pellucid view of every detail of the 
income figures of his business. Is it proved that he knew 
that this, which has now been analysed for ten days in 
the Court, is false ?” 

The Judge: That is an important matter for the con- 
sideration of the jury. 

Counsel went on to say that when Lord Kylsant was in 
the witness box, he asked him if anybody could pick holes 
in the prospectus. Counsel asked him, “ Did you know 
that what you were putting forward was false?” After 
all, a man on his trial was entitled to have some regard 

id to his answer. Lord Kylsant’s answer was, “* No, 

believed what I was putting forward was true. I did 
not intend to put forward what was false.” 

Sir John Simon asked the jury, and every one of them, 
to attach to that statement the necessary weight for such 
an answer. 

Let it be su that, as a result of the preparation 
of the case, it could be shown that there was somethi 
false. Of course he denied it. And let it be sup 
that it was poe | which Lord Kylsant knew to be 
false. He also denied that. This tremendous question 
remained, and was essential: “‘ Is that which has been 
stated, been stated with the intent to deceive?” That 
meant that Lord Kylsant was a rogue. No one of the jury 
would be justified, in Counsel’s submission, in oe 
a verdict, in the discharge of their duties, against Lo 
Kylsant unless every one of them reached the conclusion 
that that was the intent. 

Sir John Simon, continuing, said he wanted to a’ a 
few words about some of the surrounding facts. The 
members of the jury had been most patient in listening 
to a great deal of detail in the case, but that had to be so. 
They must not fail to appreciate the real issues of the case 
by being lost in the wilderness of detail, and they must 
not fail to realise the strength of the criticism which had 
been advanced by the defence in that Court in reference 
to the case for the prosecution. 

The jury would, he hoped, still bear in mind the matter 
which mentioned when he opened the case to them, 
because he was not going to repeat it. He had the less 
reason to repeat it because the trial was now proceeding 
to the end. Counsel pointed out to the jury that, when 
it was decided to institute the criminal proceedings, 
certain facts were gone into. He would not say that the 
Crown was not entitled to change its attack, because the 
matter must be investigated from every point of view. 
When the case was first regarded by Lord Kylsant, who 
found himself summoned to appear before a Court, the 
Crown said that the company in 1926 had made a trading 
profit according to the accounts. That was pure con- 
fusion. It was now plain to everybody that the profit 
and loss account was not a trading account of the com- 
pany. When the case was first presented, it was made a 
specific part of the imputations directed against the two 

ntlemen in the dock, that “‘ Adjustment of Taxation 

rves”’ meant a small modest adjustment. If that 
was the view which was ever entertained by the prosecu- 
tion, it was completely exploded by their own witnesses. 
Mr. Morgan pointed out only yesterday that the use of 
the expression, combined with the reference to dividends 
of allied companies and combined with the reference to 
depreciation of fleet, followed by the word “ &c.,” was in 
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his view an indication that in the circumstances what was 
being brought in was not small but large. Lord Plender 
had also said that there was absolutely nothing in the 
words which would “aed anyone saying that it would 
mean somethi . 

Counsel was bound to say that he was not content to 
leave the case without pointing out how it had been 
transformed. The first point was that the Crown had had 
an opportunity of studying the material for many months, 
and when the Attorney-General came to words 
“adjustment of taxation reserve,” he s ted to the 
jury in his opening, and he was expressing the view 
which the Crown then entertained, that that phrase was 
deliberately prepared and chosen as a phrase, and that it 
betrayed an uneasy conscience. The Crown could have 
had the best accountants in London to assist them if 
they had liked. As a matter of fact, the jury now knew 
that that phrase, whether right or wrong, was a phrase 
which was constantly employed by accountants of the 
highest authority, and was a phrase which Mr. Morland 
had himself suggested and was adopted. It was not 
Lord Kylsant’s selection. Whether it was a desirable 
or undesirable, an adequate or inadequate, an apt or an 
inapt phrase, the Crown ought to have known that it was a 
phrase that accountants often use; and it was not to be 
attributed to Lord Kylsant. It was not an invention of 
somebody with an uneasy conscience. Counsel said he 
dared say that a good many people would learn much 
as the result of this case, but that last suggestion was a 
horrible suggestion, because it was suggesting that Lord 
Kylsant said, “* We have some things here we must be 
very careful about.” The jury knew now that the whole 
of that suggestion had been disproved in the course of the 
ease, and Sir John Simon added, “ I make this observa- 
tion, that this is a matter which the Crown could easily 
have ascertained if they had taken the trouble to do so.” 

Continuing, Sir John Simon said that as late as the 
sixth day of the trial, when Lord Kylsant was being cross- 
examined, and some questions were being asked about the 
Pacific Steam Navigation Company, there was made an 
imputation which was an injurious one. It was said that 
in the year 1927 Lord Kylsant, in order to qualify himself 
for his commission, did certain things. That was the 
sting of it. It was said that Lord Kylsant brought in 
from the Pacific Steam Navigation Company a dividend 
of some £60,000. The suggestion was that £10,000 was 

id in cash and £50,000 was not paid in cash, but the 

ce was used for subscribing for shares of the White 
Star Company, leaving in the year 1927 a t liability. 
That was being advanced by the Crown with so much art 
that he (Sir John Simon) had interrupted, and had said 
that there was a misapprehension about it. The Attorney- 
General, however, put what he thought to be the position. 
The fact was that that which was being referred to never 
occurred in the year 1927 at all. Then, again, it had 
nothing in the world to do, and could not have anything 
to do with Lord Kylsant’s commission, because in 1928 
Lord Kylsant did not take his commission. 

Sir John Simon then referred to the shorthand notes 
regarding the examination of Mr. Manning, and he read 
several questions and answers which were heard during 
that gentleman’s evidence. He added that the point 
was no more in relation to Lord Kylsant’s commission 
than his own fees were in the case. There was absolutely 
nothing in the point at all. Mr. Pritt, he said, when he 
came to the cross-examination of Mr. Manning, realised 
that a blunder had been made. Everybody made a 
blunder at some time or another, and Sir John Simon 
said that there were more blunderers in the world than 
there were criminals. 

Counsel said he would then like to refer to the story 
about the Nelson dividends, or the £300,000 which came 
in as a form of bonus which was nothing more than a 
lump dividend. A sum of £200,000 came from one com- 
pany and £100,000 from another. Counsel found that 

the shorthand notes there was a particularly injurious 
passage when a question was asked, “* It might have been 
very inconvenient for the Nelson Company to find the 
ion E cageartny wah epg Aron The suggestion was 


made that the company did not possess the cash at the 
time. Sir John Simon wished to call the jury’s attention 
to the evidence of Mr. Cason, who was asked, “ Tell the 
members of the jury, so far as you know, had the Nelson 
Company the money to pay the £300,000 in 1927, £200,000 
from one company and £100,000 from the other?” Sir 
ae said that Mr. Cason’s reply to that question was 
“ es.”” 

There was not the slightest doubt, said Sir John Simon, 
when one looked into the matter, that the Nelson Company 
had made a very large sum in profits, and there was just 
one question which occurred to the mind of Mr. Cason, 
and that was whether it was right, and technically right, 
when they were paying a very large amount to the 
R.M.S.P., as to whether it should be paid in the form of a 
bonus or whether it was right to declare a dividend of so 
much per cent. Sir John Simon said that he had ques- 
tioned Mr. Cason with regard to that point, having pointed 
out that the Nelson Company at the time had done 
exceedingly well and had a very large fund available for 
distribution. Mr. Cason said that he took advice as to 
whether it would be technically right to declare an 
ordinary dividend and distribute the rest by bonus, or 
not. Mr. Cason had agreed that it was nothing more 
than a lump sum bonus, and when Counsel asked him, 
** You satisfied yourself that that was technically correct,” 
he said, ** Yes.” In reply to another question, Mr. 
Cason had said that he had asked Mr. Morland’s advice 
with regard to it. Mr. Cason never entertained any doubt 
about the matter at all, and it had nothing whatever to 
do with Lord Kylsant. 

Sir John said he wanted the jury to look at the case 
really thoroughly, because he realised the enormous 
danger that a man ran when mistakes of that sort were 
made. There was a great deal to be said, perhaps, with 
regard to a larger and fuller statement. But that was, 
of course, a question of the degree of disclosure. The 
new Companies Act had been passed in 1929, but what was 
perfectly certain was that the date or dates the jury were 
now investigating were 1926 and 1927. There was 
nothing even in the new Act to call for further disclosure, 
and the section of the Larceny Act says, you shall not 
play the rogue when making written statements by 
putting forward statements which are untrue in a material 
particular to your knowledge. 

Sir John Simon said that with regard to income tax 
credits or reserves, he had done his best to master them, 
but in the heat of advocacy and in his desire to discharge 
his duty he might have overlooked matters which ought 
to be allowed for. He wanted to put his case as a simple 
case, because that was the best way. Let them suppose 
that the whole of the investments were in one 5i 
subsidiary, and that that subsidiary declared a dividend 
which gross would be £100. Of course the subsidiary 
would deduct tax and would discharge its obligation if it 
paid £80. Then in those circumstances, if everything 
else was square, it was possible for the R.M.S.P. to declare 
in its turn a dividend of £100 and to pay £80. One way 
in which they might set out those facts would be to say 
“ dividends from investments, £100,” and then to keep 
an income tax ledger in which would be debited on the 
one side the £20 which they had to forego, and they would 
eredit themselves on the other side with the £20 which 
they kept back when the dividend was declared. The 
income from investments was stated net. If they were 
stated net, then they did not need to bring in the s 
credit due to the fact that when they paid dividends 
themselves they deducted the income tax. They only 
needed a special credit, so far as it arose from deducting 
the income tax, when they had paid it in order to set it 
off against the debit which was really the money 
which was not in fact received when they received the 
dividend from the subsidiary. , 

Sir John Simon then referred to the figures representing 
dividends which had appeared in certain of the documents 
exhibited in the case, and observed that if it had been 
stated that dividends brought in a gross amount of 
£540,000, the immediate result would be that it would be 
necessary to debit the income tax ledgers with a figure 
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representi the difference for income tax and set off a 
i credit. It was quite fallacious to treat the gross 
sums as if they were really brought in unless they were 
taken as a gross figure, and not a net figure. Then, if 
that was done, it would look as though there were being 
brought in larger sums than were actually received. It 
was necessary, when the gross figure was introduced, to 
set off the amounts which were deducted by the sub- 
sidiary companies before the Royal Mail Steam Packet 
received them. The same deductions were set off when 
the company itself distributed a dividend to its own 
shareholders. Counsel said he was not saying that the 
figures which appeared in the exhibit in question were 
incorrect. They were correct as figures, but they could 
have been raised in other ways, and look different. They 
were a useful form of record, but the jury should not 
perpetrate the gross injustice of misunderstanding what 
was really meant to be conveyed. The Crown was not 
entitled now to say that, so far as the income tax figures 
were concerned, they were not amounts which were 
received in the year in which they were carried to the 
t and loss account of the company, and distributed. 
1 reserved for the moment the question as to how 
far they might be regarded as non-recurring and special 
items. It was not true that in the critical year of 1926 
sums were being drawn out of an income tax reservoir. 
If had been the case, the result would have been 
that by the end of 1926 the reservoir would have been 
more empty than it was at the beginning. That was not 
the case. As a matter of fact, by the end of the year, the 
reservoir was fuller than it was at the beginning. It 
was manifest to everybody that there must have been a 
mistake made. Sir William McLintock very honestly and 
candidly said he recognised the fact when it was pointed 
out tohim. Those items were things which arose out of a 
particular year, and were distributed in that year. 

He did not propose to delay the jury with a long 
exposition regarding the E.P.D. items. He hoped by that 
stage the jury had the matter quite clear to them. It was 
absolutely untrue to say that in 1926 and 1927 the E.P.D. 
transfers were transfers from some former reservoir. He 
could forgive anybody, whether it was the Attorney- 
General or anybody else, for not getting the facts in 
relation to that matter — right at the outset. They 
were now on the eighth day of the trial, and it was time 
they realised where they were. He was not shirking the 
matter at all, but he believed, now that it had been really 
looked into, it would be seen that it was not one of those 
dangerous points which a Counsel for the defence was wise 
toavoid. In fact, it was a vindication of what had been 
done. There was another exhibit, containing seven 
figures, which showed that sums were, in fact, carried 
into the profit and loss account of the company. In 
1921 nothing whatever was carried to the profit and loss 
account, but there being about £300,000 which might 
have been carried, it was used, instead, to write down 
investments. In other words, it created a further in- 
ternal provision. That was much better than distributing 
the money to shareholders. Once a company had dis- 
tributed money to shareholders, they could not get it 
back. It was impossible to get butter out of a dog’s 
mouth. In 1922 the matter had clarified to the extent 
that the company was able to transfer £100,000 to the 
profit and loss account. Those, two figures totalled 
£400,000, and very nearly exhausted the whole of the 
excess provision which had been made by reserving 
£2,260,000 for E.P.D. If there had never been such a 
— invention as obsolescence allowance, or such a 

ng as deferred repairs, they would still have had that 
tax which fell on the backs of companies who made 
excess profits. 

The situation was that the reserve which was made 
for E.P.D. by the company turned out to be some £400,000 
or £500,000 more than was needed. That being so, in the’ 
years 1921 and 1922 the reserve was practically exhausted. 

re, then, did the money come from which was found 
to be transferred to the profit and loss account in 1923, 
1924, 1925, 1926 and 1927? From the beginning to 


the end of that case the statement had been made, and 


insisted upon, that it was a drawing away from a reservoir 
of reserves. He invited the jury to see what it really 
was. It had absolutely nothing to do with what had 
been stated. The Government repaid certain amounts. 
Strictly speaking, it was not so much repayment as 

yment. There were payments by the Government. 

n 1923 the amount was a quarter of a million pounds. 

Governments did not draw cheques, but gave things 
called Treasury Warrants, or something of the kind, and 
they were paid into the bank. In 1923, £100,000 of it 
was taken to the profit and loss account. In 1924 the 
Government paid £390,000. In that case they were 
dealing with “ astronomical” figures, and he did not 
know what those concerned with the case would do when 
they left the Court, and entered an omnibus. (Laughter.) 
In that year there was transferred to profit and loss 
account £330,000. There was no actual further repay- 
ment in 1925, but the deferred repairs arose. Therefore, 
the accountants knew that in the year 1925 it was perfectly 
right to transfer £300,000. In 1926 the Government 
paid an additional £270,000 There were other smaller 
repayments, and there was transferred £550,000. The 
total amount received from the Government in the way 
he had mentioned was £920,000. To that sum had to 
be added the amount of £550,000, bringing the total up 
to £1,470,000, which was practically same amount 
as was transferred to the profit and loss account from 
1923 to 1927. He had from the outset dealt with that 
aspect of the case with the greatest bluntness and plain- 
ness. Once the jury understood the accounts relating to 
the matter, they would see that in the years from 1923 to 
1927 it was not true to say that the company was ekeing 
out its profit and loss account by drawing on an earlier 
reservoir. On the contrary, the company was receivi 
year after year, from the Government, great sums which 
were distributable, which were perfectly proper to dis- 
tribute as profits, and which were distributed as profits. 
“I am,” said Counsel, “at a loss to understand the 
difference between receiving in the year 1924, let us say, 
£390,000 paid by the Government, and receiving £390,000 
bonus, or dividend, or anything else you please. I have 
not had the advantage of wee a senior wrangler, but am a 
man who tries to understand figures. I do not under- 
stand at this moment what is meant when it is suggested 
by those eminent gentlemen who support the case 
that in 1926 or 1927 the company was living on its ‘ old 
fat.’ Where does the fat come from? It comes, at the 
time, from the Government as a payment. It is as fresh 
as any payment made at that time from any other 
source.” It had been said that the Government was not 
going on making payments for ever. He would deal 
with that matter, and hope to make it plain that there 
was a complete misunderstanding to say, as was stated 
at the beginning of the case, that the figures which had 
been referred to ought in no way to appear where they did. 
They might ask themselves why the figures should not 
appear. Why should not the sum of £550,000 appear 
where it did? He had not the faintest idea, once the 
figures were understood, why the amount should not 
appear in the account to which it was put. 

The Judge, referring to the income tax, asked if the 
accounts of the company showed the debits and credits, 
and Sir John Simon replied in the affirmative. 

The Judge said he had not seen any such document 
exhibited during the case, and Counsel added that it was a 
difficult matter to follow, and not easy to explain. 


The Judge : It is not in the income tax reserve account. 


Sir John Simon said the information appeared in one 
exhibit before the Court. That exhibit showed an entry 
of “ Interest on investments for 1926, £611,798.” On 
the other side, or the debit side, there was “‘ To income 
tax on investment income.” He was not challenging the 
accuracy of the figures. Another entry to which he had 
referred did not, however, show a receipt for the full 
amount, but for the net amount. There was a sum of 
£52,000 deducted from the £611,000. 


His Lordship: I think I follow ; I am not quite sure I 
appreciated what effect it had in the result. 
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Sir John Simon; If, for the moment, you regard your 
‘income from investments as gross, then there are two items 
which are set off. One is the debit, being in fact that 
apne of the gross dividend which you must forego, as 

t is stopped at the source. Against that you have the 
-eredit, that when you distribute you yourself stop some- 
thing. Those two things are on opposite sides of the 
account. It is open to you, therefore, to settie the thing 
in one of two ways. The debit and credit may cancel one 
another out. You can speak of receiving your dividends 
net or gross. In the latter event you must allow the 
debit against that gross figure to be set off against the 
credit. Exhibit 21 gives income tax reserves and repre- 
‘sents what the company may credit itself with, but you 
have not the sum which might be set off against it. The 
‘true accountancy position is that you should regard 
yourself as receiving from the subsidiaries the interest 
gross. You should then proceed to debit yourself with 
that which has been deducted at the source, and then 
credit yourself when you proceed to pay. 

The Judge: The other possible view is that your own 
dividends are quite a separate matter. I shall look at 
the income tax reserve account. 

Sir John Simon continued his address to the jury, and 
again referred to the question of the excess profits duty. 
‘The jury would, he declared, see that from 1923 to 1927, 
so far as the E.P.D. figures in the profit and loss account 
were concerned, that they were not drawn from any 
‘vintage year. The items were in fact represented by 
receipts which the company were getting at the time. 
When the company received the money it was passed 
to the profit and loss account. The jury had still to 
consider the point whether or not, in view of the fact that 
the Government would not go on paying those amounts 
for ever, some indication should be given. It was said 
that those were payments by the Government which were 
not necessarily recurring ones, and he wanted everybody 
to get rid of a complete delusion which was perhaps 
‘illustrated by the Attorney-General in opening the case, 
‘when he said that the amounts should not appear at all 
~where they did, as they in no way related to the year. 

He ventured to suggest that one result of the case was 
that they reached the plain view, whether disclosure was 
adequate or inadequate, that it was quite a mistake to 
suppose that the profit and loss account was being fed 

- from some fund which was an ancient reserve. That was 


‘point of some substance and validity had been raised. It 
had been said that they might treat matters which arose 
in a year for distribution in the course of that year, but 
they were not the sort of items which would go on repeat- 
ing themselves. To that there were, at any rate, a couple 
-of very adequate answers. First of all, it had been 
pointed out that it really was a misuse of language to say 
that those things did not recur at all, as the payments 
from the Government were spread over a period of years. 
It had been said that the payments constituted a series of 
contributions which were about to terminate. An 
observation had been made by several accountants that 
Lag re ge oben Behe pedimeged- a Anse 


matter of fact in a it company like the Mail 
{ll sorts of things mght be ase or non- 
recurring, and as y to terminate, but nevertheless 
they came in. Ships were sold, premises were disposed of, 
_and bonuses were paid. On the other hand, there might 
be exceptional losses. Counsel was sure that the jury 
had in mind the evidence of accountants, and it had n 
-stated that in dealing with accounts of great companies 
like the Royal Mail a distinction was not drawn between 
what were called recurring and non-recurring items. That 
was in itself a sufficient answer to that part of the case. 
“There was, however, a second answer. They must not 
look at the position as it existed in 1927 with the eyes of 
1981. They must look at the position with the eyes 
-of 1927. Whatever else might be doubtful in that case 


——= 


when it was finished, he thought the would be satis. 
fied that Lord Kylsant did Denson kane that the 
shipping business, which had its fluctuations, its ups and 
downs, and its cycles of trade, firmly held the view and 
expressed the opinion in 1927 that the worst was over, 
He then thought things were mending. The year 1925 
had been better than 1924, and 1926 was better than 1925, 

Could anything be more unfair than to turn around on 
Lord Kylsant in 1931 and say, ** You ought to have known 
that things were going down, and not up.” In addition 
it was unfair to ask, if things were going down and not 
up, what was the position when the E.P.D. repayments 
ceased ? Lord Kylsant’s answer was that he, in common 
with many others in 1926 and in 1927, was perfectly 
satisfied at having got through the previous ten ,a 
cycle of good years and bad years, and believed. things 
were improving. They might ask what was in Lord 
Kylsant’s mind when he thought he was justified in 
transferring the sums which came from the Revenue 
and distributing them. His answer was that at the time 
there was every indication that the company would be 
gradually restored to its normal prosperity. That being 
so, there was no reason for him to reproach himself for 
what was done. Lord Kylsant was not doing what 
people sometimes did—distributing to-day what he hoped 
to get next year. There was not a penny distributed 
that was not already available. All in that Court knew 
the sanguine temperament which led people to take 
money in the hope of backing a winner, returning what 
they had borrowed, and making a fortune. That was 
not the kind of case the jury were investigating. Every 
item received which was distributed was properly dis- 
tributable. The company was not to live on the 
Government’s obsolescence allowance, but it was not 
known that it was going to stay in the trough of the wave. 

Sir John Simon next referred to a speech made by Lord 
Kylsant in May, 1927, remarking that the report of that 
meeting of the company was the best available document 
to show what was then the state of Lord Kylsant’s mind. 
They would all realise how fatally easy it was to argue 
backwards. In May, 1927, Lord Kylsant said that the 
accounts of the company reflected the abnormal condition 
which appertained during the previous year, as a result 
of the general strike and the prolonged coal stoppage. 
He also pointed out that the operating expenses were 
substantially higher. At that time Lord Kylsant was not 
presenting to the world a glowing picture. What he 
said was what the accounts disclosed. In 1927 Lord 
Kylsant also said, “‘ There is a widespread feeling that the 
worst is over, and we may justifiably look forward to 
more settled and prosperous times.” He at 
out that he was a believer in cycles of trade. 1927 
Lord Kylsant thought there were distinct signs of recovery. 
He then had every ground for believing that the company, 
which had had prosperous and moderate years, and 
depressing years, had already begun to recover. It was 
also of interest to see what was stated at the same meeting 
by Sir Fortescue Flannery, a sharehoider in the company 
and one of the people who was su to have been 
deceived. That gentleman stated 1927 that it was 
true they had not had a good year, from the point of view 
of the profit and loss account. 

Counsel went on to say that he had never taken the 
view of the case that the prospectus, properly understood, 
involved a different question, or a different issue. He 
invited the attention of the jury to the used in 
the prospectus. It was there stated, “ Although this 
company, in common with other shipping companies, has 
suffered from the depression in the shipping industry, the 
audited accounts of the company show that during the 
past ten years the average annual balance available 
(including profits of the insurance fund), after providing 
for depreciation and interest on existing debenture ste 
has been sufficient to pay the interest on the present issue 
more than five times over.” It was an utely 
accurate statement. It might be said that in the early 
part of those ten years trade was unusually prosperous 
and that in the latter part the co y, of course, suffered 
from extreme depression. If it was said that the 
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prospectus should give some indication that towards the end 
of the period things were below the average, the answer 
was that such an indication did appear. The prospectus 
stated very clearly that the company had suffered through 
the depression in the shipping industry. He could see no 
difference whatever between a cricketer saying in the 
middle of the season, ‘“* My ave is 50, but recently I 
have been very much out of form,” and the company 


shipping business.” 

* Are we,” asked Sir John Simon, “ really to treat people 
who read these documents as a lot of babies who did not 
know that the shipping and other industries were greatly 

in the year 19287? Is it really the case, and 
tolerable, that in those circumstances Lord Kylsant should 
be put in a criminal dock and prosecuted on such a matter 
when manifestly the document does not state anything 
which is false, still less false to the knowledge of Lord 
Kylsant ?"’ What could be more fair than to have in 
the prospectus a period of years which illustrated the 
whole cycle of trade ? The prospectus was issued at a 
time when the dividend of the company had been decreased 
and £150,000 was taken from reserve. What more could 
anyone do? It was said that if detailed figures had been 
properly worked out they would not have been, year by 
year, exactly the same as those which appeared in the 
and loss account. That was quite true. The 
had already pointed out that that would be a 
material thing to consider if the prospectus was one which 
stated the figures year by year. If a p was 
stating an average, the material thing was the total 
truly divided by ten. It was admitted in the case that 
the average appearing for the ten years was correct. The 
statements in the prospectus were absolutely correct, and 
it would be wrong to attribute to 1927 the sad knowledge 
which was possessed in 1931. Lord Kylsant, in the pros- 
pectus was putting forward a document which he believed 
to be true. The prospectus dealt with the issue of second 
debentures in the company. The claims. of the holders 
of those debentures would come in front of any ordinary 
or preferred dividend. The only thing in front of the 
holders of those debentures was the first debentures. 
The company already possessed second debentures to the 
extent of £3,000,000 and there was a further issue of 
£2,000,000. What was there to protect the holders of 
those debentures? In considering that matter they 
might look to the balance sheet of the company for 1927. 
That showed the book value of the fleet, and investments 
in shipping and allied companies of £16,366,000. If 
anyone was considering investment in the company, that 
the figure to which attention would be devoted. It 
also to be remembered that the book value of the 
had been written down with unnecessary severity, 
the interest had been paid on the debentures. 
The position of the Royal Mail Steam Packet Company 
been canvassed and discussed in all quarters, and 
mns relating to it had appeared in the financial press. 
When Sir William McLintock was called in, what value 
_ put on the security for the second debentures ? 
n 


a 


appearing in the balance sheet. 
first, the ships that belonged to the Ro 
Packet Company and, secondly, the investments in the 
subsidiaries. There was an enormous block of solid value 
g behind the debentures. Was there any solid reason 
saying that it was a matter in which a criminal 
should be investigated ? It would be realised that that 
criminal prosecution, directed at Lord Kylsant and Mr. 
Morland, was an investigation by the Court of an aspect 
of the matter which, it was suggested, constituted criminal 
liability. It was idle to shut one’s eyes to the fact that 
there was the possibility of a prosecution arising on what 
Was called civil liability. Counsel made no sort of ad- 
mission, but the jury should remember that distinction. 
Lord Kylsant had colleagues on the Board. The jury 


had heard the names of some of those gentlemen. If 
civil proceedings arose, those gentlemen might very well 
find themselves made defendants along with Lord Kylsant. 
He thought the jury would appreciate that those gentle- 
men, consulting their own private interests, might well 
desire to be protected at t trial. It would also be 
realised that the gentlemen in question were not mere 
guinea pigs, leaving Lord Kylsant to do what he liked, 
and merely drawing their fees. Lord Kylsant, in that 
Court, was prepared to answer for his own responsibility. 
During the trial he had not tried to shoulder his responsi- 
bilities on to anybody else. 

For a man to say things which were false, knowing that 
they were false, and with intent to deceive, and with 
intent to mislead, was to act as a , and be unfit to 
hold the respect of decent people. “ In this Court before 
to-day there have been directors in the dock against 
whom it has been proved that they have duplicated 
documents, and by that means have received money from 
different people fraudulently and corruptly. That is not 
this case. In this Court before to-day there have been 
directors and accountants who have been shown by the 
evidence to have been engaged in falsifying accounts, 
and making entries which were not true. That is not this 
case. In this dock before to-day there have been directors 
of whom it has been proved that they had been squander- 
ing the capital and resources of their company, instead of 
limiting themselves to distributing that which was properly 
distributable. That is not this case. In this dock before 
to-day there have been directors against whom it has 
been proved that while they were telling a smooth tale 
to the public they were secretly realising their invest- 
ments. That is not this case. I cannot imagine a greater 
proof of honesty than this, that Lord Kylsant, who knew 
eve ing, apart from the details of the accounts, in 
respect of this prospectus and the issue of second deben- 
tures, subscribed his own money and authorised applica- 
tions on behalf of those for whom he was trustee. You 
will say, if indeed he is a rogue, he is the meanest 
that was ever produced in a Court of Justice, I ask you 
to take a different view.” Having been put to the torture 
of that case, Lord Kylsant was entitled at the hands of 
the jury to a verdict which was right and proper. They 
might debate whether Lord Kylsant was a very clever 
man or was a man who, at the end of a long and dis- 
tinguished career, had thrust on his shoulders burdens 
which only the highest form of intelligence could deal 
with. The verdict that Lord Kylsant was entitled to at 
the hands of his fellow countrymen was that in that matter 
he had been an honest man. 


Sir Parrick Hastincs ror Mr. Morianp. 

. Sir Patrick Hastings next addressed the jury on behalf 
of Mr. Morland. He had, he said, had considerable doubt 
as to whether he could address the jury again, having 
regard to the fact that it was only a short time since he 
put forward the case of his client. He thought that he 
could say all that was necessary in a very short time. He 
proposed, in his observations, to mention a matter which 
was really worthy of consideration as a question of 
fact. When the Clerk of the Court ‘out the c . 
it was brought home to the minds of the jury that 
charge was that of being an accessory or with aiding Lord 
Kylsant. At the moment the matter was not quite clear 
to Counsel. He was not quite sure what it was that Mr. 
Morland was supposed to have done. He desired them 
to consider one outstanding fact in to the use of the 
words, “* Adjustment of taxation reserves.” Was it that 
which was referred to, or something else ? It was just a 
little odd. Mr. Morland certainly did not aid Lord 
Kylsant to put those words into the balance sheet. Lord 
Kylsant did not want them in at all, or he did not care 
whether they were in or not. It was Mr. Morland alone 
who put in those words. He had all along been a little 
puzzled to know exactly what it was that was suggested 
against Mr. Morland. 

The jury had heard Mr. Morland say that when he 
made suggestions, he them to be carried out. 
The Attorney-General asked Mr. Morland whether he 
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would have signed the balance sheet without those words 
being included, and he replied that he did not know. If 
Mr. Morland had made suggestions and they were not 
carried out, he would certainly have had to consider whether 
he would sign accounts. Nobody could suggest that 
Mr. Morland aided Lord Kylsant to put the words in the 
balance sheet. Lord Kylsant had nothing whatever to 
do with it. One might consider whether or not the words 
referred to made the balance sheet better or worse. He 
-understood the suggestion was that without the words 
the balance sheet would be misleading, but in addition 
the words themselves were not sufficient. It was said 
that they would only get sufficient words if they used those 
which appeared in the balance sheet in 1928, “ Crediting 
income tax reserves.” Accordi to the Attorney- 
General, that would have been sufficient. All of them 
might have their own view as to whether the word 
“ Credit”? was better than ‘“ Adjustment.” Anyone 
might make an assumption on that matter. The question 
the jury had to consider was what was the proper meaning 
to be given to every word. He did not want to go back 
to the evidence, because he had already read certain 
s to the jury. It must, however, strike them as 
odd that not a si witness had ever suggested that the 
words on the balance sheet were misleading. He knew 
very little about the criminal law, but would ask whether 
it struck the jury as singular that not a single soul, not a 
shareholder, servant, director or lawyer, had come before 
the Court and said that the words had misled him. On 
the contrary there had been a large number of witnesses 
who had come before the Court, and every one of them, 
as far as he understood the matter, had said in the clearest 
‘possible manner that the words were not misleading. 

The only witnesses Mr. Morland had had the oppor- 
tunity of calling in regard to the matter were members of 
the profession who were accustomed to deali with 
‘accounts. Those witnesses had not exhibited the slightest 
diversion of opinion. Mr. Manning thought that the 
words were the proper ones to be used in the circumstances 
of the case. Mr. Hill, the President of the Institute of 
Chartered Accountants, said the same. Mr. Morgan, the 
President of the Society of Incorporated Accountants, 
also told them the same. In addition they had the 
‘evidence of Lord Plender, the leading and the first witness 
for the Crown, who also told them the same. Was it 
quite fair that there should remain, at least in that case, 
the theory that the words which everyone said were 
right—both the prosecution and the defence—and 
were deliberately chosen Mr. Morland because 
they were right, was it fair t the use of the words 
should now criticised ? The Attorney-General had 
suggested, on behalf of the Crown, that the use of the 
words, “‘ Adjustment of reserves ’’ was misleading, and it 
was said that, if the facts had been disclosed, there would 
have been an alteration in the price of the shares of the 
company. When the balance sheet was issued, there 
was not any great variation in the quotation. It had to 
be remembered that when the balance sheet for 1928 was 
issued, and the words which it was said were correct 
appeared, there was no great variation in the price of the 
shares. In other words, when the later ce sheet 
appeared, the shave quotation was equally constant. 

e did not know whether the suggestion was that the 
words “‘ Adjustmert of taxation reserves” were correct 
for an accountant, but in some way they were limited 
and not meant for an ordinary member of the public. 
Immediately that was brought to the notice of the defence, 
their attention was also called to the criticism which 
appeared of the accounts for the year 1927, when it was 
stated, ‘‘ Evidently the accounts for the past two years 
include certain undisclosed taxation credits.” 

“IT cannot see,” said Counsel, “ what it is said Mr. 
Morland did wrong. Further witnesses had been called 
who stated exactly the.same thing. There is not a dis- 
sentient view. There is not a particle of evidence, a 
document, or anything else, against Mr. Morland. Every- 
body, whether it was the witnesses for the prosecution, or 
the defence, or the views of the public in the shape of 


right. Now, at the last moment, if there is a point to be 
dealt with, I will try to deal with it. If there is a point 
I don’t know where to look for any evidence or suggestion . 
that this gentleman has done anything wrong.” The 
suggestion might be that the whole balance sheet, in its 
essence, ought to have told the shareholders something 
more. Mr. Morland has been cross-examined on that 
point, and other witnesses who had been called had stated 
quite frankly that if they had been in the position of Mr 
Morland in 1927 they would have done exactly the same 
as he did. Those gentlemen admitted that they would 
have signed the balance sheet. Counsel thought that every 
man was proud of the position he occupied in his pro. 
fession. No gentleman who occupied a great public 
position was going into the witness box to commit perjury 
for any purpose. If he did so he would be a figure of 
scorn to those who had trusted him and helped to put 
him in the position which he occupied. 

Any professional man who was in trouble would be 
pleased if the heads of his profession, without a sj 
dissentient view, went into the witness box and said that, 
after consideration, they thought they would have done 
as their brother professional had acted. It would be an 
awful thing to say that witnesses who had acted in that 
way could not carry conviction. Mr. Morland was said 
to have done something wrong. The heads of his 
fession, after all, had sworn on oath that he had done 
nothing wrong. Supposing any of the barristers engaged 
in that case were being tried for something in connection 
with their professional duties. What better evidence 
could there be than for their brother barristers to say that 
they would have acted in the same manner? Supposing 
such a case arose, would they turn to the Attorney- 
General and say that he would do anything for a friend ? 
The Attorney-General would do nothing of the kind, and 
no one would dream of hinting at such a thing. The 
profession of accountancy was no lower than that of 
the barrister. What was it that anybody s 
that Mr. Morland had done? What did Lord Plender 
say ? What did Sir William McLintock say Mr. Morland 
had done? The Attorney-General might have some 
explanation of something which Mr. Morland had done 
wrong, but if he had, it was in the face of the heads of the 
accountancy profession, in the face of Lord Plender, Mr. 
Hill, and Mr. Morgan, who had given their evidence in 
that Court and had stated that they would have done the 
very thing for which Mr. Morland was standing in the 
dock. Some time ago he (Sir Patrick Hastings) suggested 
that, if what Mr. Morland had done was wrong, it would 
be impossible to get a dock big enough to hold all the 
accountants who should be tried. The Courts of Law 
would be full of accountants. During the progress 
of the case there had been many accountants in Court, 
and at that moment there were accountants on prac 
tically every bench. If there was one witness who could 
have said that what was done was wrong, for some reason 
or another, he could have been called. As a matter of 
fact, no such evidence had been given. 

Sir Patrick Hastings said that he had not got the 
experience of many who were in Court. There were 
members of the Bar who practised in that Court par 
ticularly, and who saw, and were accustomed to seeing, 
men standing in the dock. He was not. He had been 
wondering whether, since he had been in the Court, they 
were not a little apt to forget what they were doing. 
They were really trying a man for his life. It was 
life and death to Mr. Morland to be sitting where 
he was. ing the case they had been discussing 
figures and documents, but they were actually trying ® 

ntleman for his life. To Mr. Morland it was an ut 

lievable horror, that night after “ge when those 
e in the Court had gone home, t y might think 
that in the dock was a gentleman, a man who had held his 
head as high as anybody in the City, but who nightly was 
only allowed to leave by the permission of the law, 
let out by warders. He (Counsel) had struggled to se 
what Mr. Morland could have done. What could Mr. 
Morland have done which made it necessary that when 
he went home every night he must know that when he 


newspapers printed at the time, they all say that he did 
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awoke in the morning he must surrender into the custody 
of warders who would keep him in the dock until he was 
yeleased by permission of the Court? Sir John Simon 
stated that the case to him was a great responsibility. 
With him (Sir Patrick Hastings) it was an awful responsi- 
bility, and he had struggled to find what point he could 
deal with, and what he could say to help the jury. He 
gould find nothing. They had before them a gentleman 
who had, as he was told, one of the greatest qualifications, a 
record. Mr. Morland was a man who had walked 
the streets of London, proud of his career and of the 
fact that he could sit beside people like Sir Gilbert Garnsey 
and the other members of his firm. Other gentlemen like 
Lord Plender and Mr. Hill he met at meetings, and every 
one of them had been proud and honoured to sit beside 
him. He (Counsel) and those associated with him had 
been proud to represent Mr. Morland, but they had 
struggied to find out what it was that he had done. If 
the jury thought it was their duty to wait before returning 
their verdict until the conclusion of the case, they would 
do so. If they thought he had done something wrong, 
which made them say he must be taken down the stairs 
from the dock in the custody of warders, they would 
say so. He thought, however, they would spend some 
anxious nights afterwards, wondering if they had done 
right, unless there was something in the case which he 
had missed. The jury had in their hands at the moment 
Mr. Morland’s whole career and future. If they thought 
he was guilty of a crime they would say so. But if they 
thought that he came into the dock as a respected and 
honest man, and that he could go out of the dock just as 
and just as honoured, they would say so by 
their verdict. He could not help the jury any more, 
except to say that the view he put before them was that 
it must have been vears, if ever before, that into the dock 
came a man of the position of Mr. Morland, who had sat 
there and was still wondering what was the case against 
him. It would be years and years before such a man again 
entered the dock. He could only beg of them not to be 
the first jury to say that a man such as Mr. Morland 
should be convicted of crime. 


Tae AtrorNeY-GeENERAL’s REPLY FoR THE CROWN. 
The Attorney-General then addressed the jury on behalf 
ofthe Crown. “ You have heard,” he said, “ both my 
earned friends deliver eloquent and emotional addresses. 
My task is not to endeavour to make, even if I could, 
tither an eloquent or an emotional address ; I think I 
may say, speaking for myself, that there is no task that 
causes me personally more anxiety than this one, and 
there is no strain which I feel greater than the strain I 
have to undergo and have undergone in the last few days. 
Sir John Simon has rightly said, in the course of one of his 
speeches, that there is no question of triumph or victory 
im a case of this sort. The only triumph for which I 
pray, the only victory I would ieve, is the triumph of 
, and the victory of justice. My learned friends have 
told you, and have told you quite truly—and I accentuate 
it here—that these defendants are entitled to the benefit 
ofthe doubt. If you have any doubt in your minds as 
to this case, whatever you may think about their conduct, 
if you think this case has not been brought home, it is 
your privilege and your duty to say that either or both of 
is or are not guilty. If, on the other hand, 


it is then = duty, however stern and unpleasant that 
duty may be, to say that these men, or either of them, are 
guilty. You hear these moving appeals—I make no 
complaint about them—references to chains and warders, 
and to the anxious nights that you may pass ; 

to say that you will spend anxious nights if you do 
tet do your duty to the best of your ability as God gives 
you to see what your duty is. There are in this great 
tity many health services, and ample provision is made for 
What are called sanitary services. Have you ever thought 


has been anything wrong, if you think that these defend- 
aits are guilty of the crimes with which they are charged, 


it is your duty to assist in the sanitary services of the 
finance of this great city. Whatever differences in 
politics, and whatever differences of outlook we may have, 
it seems to me essential to-day that in this city and in 
this country the confidence of the investor, the confidence 
of the shareholder who invests in any concern, should be 
restored. Confidence can never be restored unless the 
shareholder or the investor feels that what is being put 
before him is a fair and a frank and honest statement of 
what ought to be put forward. There is another side to 
this case which I have considered, and when I hear these 
emotional speeches I often wish that it should be present 
in the jurors’ minds. I would not endeavour to persuade 
you to find these men guilty if there were in your minds 
any honest doubt. On the other hand, it is so easy for a 
great advocate to make an emotional speech in this Court. 
It is so difficult sometimes for a jury to think that in these 
financial cases if indeed there has been dishonesty, or a 
crime has been committed, it leaves its trail of ruin up 
and down the country. If you think there was dishonesty 
here, you cannot doubt that that dishonesty must have 
left its mark on many a home; although it would be 
utterly wrong to let that weigh with you at all in making 
up your minds as to whether these defendants are guilty, 
it is a reason which will strengthen and confirm you in 
doing your duty if you think the charge is brought home.” 

The Attorney-General then mentioned two features of 
the case which he regretted. The first was the attack— 
for it was nothing less—which had been made upon Mr. 
Cason, the chief accountant of the R.M.S.P. Company. 
The jury would realise perfectly well the difficulty of Mr. 
Cason’s position, and would have observed the scrupulous 
fairness which he had exhibited with regard to Lord 
Kylsant. When Lord Kylsant, in the course of his 
evidence, had been questioned with regard to what Mr. 
Cason had said as to what had taken place, or had not 
taken place, when he was with the Court of Directors, 
Lord Kylsant had expressed the opinion that Mr. Cason’s 
account of what had happened at the Court of Directors 
was absolutely untrue; he had added that he made no 
qualification about it, and that he had a very high opinion 
of Mr. Cason so far as his attending to his job was 
concerned. It was the duty of the jury to consider 
which of those two accounts they preferred to accept. 
Sir John Simon had explained the possibility of civil 
proceedings ; he had explained in his own words that these 
co-directors were perry Bo own proper interests. 
“I know nothing about ir business capacity,” said 
the Attorney-General ; “ the amount of time they devote 
to the affairs of this company I do not know, but I have 
seldom heard a*more serious reflection on a body of men 
than to say that they are consulting their own proper 
interests, and in the course of consulting their own proper 
interests are leaving their chairman and colleague alone 
in this dock ; it is a reflection on a body of men which, if 
true, implies that they have not a spark of courage.” 
Continuing, he said that Lord Kylsant had stated that 
one of his co-directors used to cross-examine him as they 
drove together to the City. But why cross-examine 
him? Cross-examination was a means—though not 
always a very successful means—of getting an answer to 
questions. If to this Board of Directors there had been 
put forward some documents indicating what had been 
done and what had been transferred from that which, 
with all due respect to his learned friends, he did not 
hesitate now to call reserves, what need would there have 
been for any cross-examination ? Mr. Cason’s evidence 
was that on no occasion when he was present—and he was 
the chief accountant—were these matters discussed. They 
were not matters which ought to be discussed at luncheon 
or in a taxicab; they were matters to be discussed at a 
properly constituted meeting of the Board, with the chief 
accountant there, and for his part he would have thought 
that some document indicating plainly what was being 
done would have been put forward. He submitted that 
the jury should regard the attack made upon Mr. Cason 
as being an unworthy attack. 

The other matter which the Attorney-General tted 
was that throughout the course of the case a criticism 
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had been made or implied upon Sir William McLintock. 
Sir William had come into this case with no other en- 
deavour and with no other instructions than to advise 
the Trade Facilities Committee. He had given his 
evidence in the box, and the Court had had to wait until 
almost the last hour to obtain from Mr. Morland the 
testimony that, having read Sir William McLintock’s 
report, so far as he knew there was only one figure in it 
that was wrong, and he had hesitated even to call that a 
mistake. The Attorney-General said he desired to say, 
in view of what had been suggested, that he considered 
that Sir William McLintock, both in what he had done 
and in the way he had done it, had rendered a signal 
public service. Coming to his analysis of the facts of the 
ease, the Attorney-General said that the jury would 
realise what an important part the accountancy profession 
played in our modern life. There was no business enter- 
prise—and after all, the whole life-blood of this country 
depended on the success of business enterprise—that could 
possibly be conducted efficiently unless its accounts were 
properly regarded and properly looked after. He was 
to think that among the members of the jury there 
was one at least who was a member of this most dis- 
tinguished and essential profession. He asked them not 
to think that he was criticising the profession when he said 
frankly that in the course of this case he had had some 
misgivings lest members of it sometimes failed to see the 
wood for the trees. Technical rules of accountancy were 
admirable things, but they were the letter and not the 
spirit. It was no good observing merely the letter ; 
the fundamental object of the profession was to ensure 
that the documents which were produced gave an accurate 
and true account of the affairs of a business, and to this 
everything should be subservient. If the documents 
conveyed to a reasonably intelligent person a false im- 
pression, then, although the technical rules of accountancy 
—— have been observed, at the same time the profession 
failed to out its primary and its obvious duty. 
The case which made—with all due respect to Sir 
Patrick Hastings—was plain enough ; it was simply that 
it was essential that the shareholders, whose concern it was, 
should have placed before them a true and fair account of 
what the real position of the company was. The jury 
had been told, he continued, that shareholders had not 
been called into the witness box, and they had been told, 
quite truly, that lawyers had not been called. They had 
also been told that the accountants who had come had all 
expressed a certain view. “ But,” he said, “I protest 
against the idea that this is a matter for accountants or 
for lawyers or for any gentleman with technical; skilled 
knowledge. This is a question for the erdinary man in 
the street, with intelligence, to apply his mind to. Why 
have not shareholders come here ? use you members 
of the jury are selected as representative of the ordinary 
intelligent man, and it is for you to consider whether this 
document would have conve a clear impression to 
our minds as to what was going on had you been share- 
holders. Do for goodness sake let us escape from the idea 
altogether that the accountants’ profession is some kind 
of mysterious thing, and that you are entitled to use 
words, in addressing an ordinary shareholder, which might 
or might not convey a meaning more or less defined to an 
accountant. That is not the question. The question is, 
what impression would be conveyed to the mind of the 
ordinary intelligent shareholder, and, secondly, what 
impression was intended to be conveyed ?” 

When he had heard some of the questions which had 
been asked, continued the Attorney-General, he had 
wondered whether all was satisfactory. References had 
been made to accountants discussing whether or not 
things would have been better if, instead of talking about 
“* profits’ for the year, they had talked of “ balance 
available” ; he had wondered whether some significance 
could be attached to the position of the words, apart from 
the words themselves. Then, when he had asked Mr. 
Morland a question as to whether the earning capacity 
of a company was not an unimportant thing, he been 


astounded to hear Mr. Morland say that he did not see 
why. The case he had made throughout—and the case 


which he had hoped Sir Patrick Hastings had understood 
after the opening address—was that certainly about the 
year 1926 the circumstances of this concern were such 
that the shareholders had a right to know what was goi 
on, that the words which were used in the accounts for 
1926 and 1927, whatever their dictionary meaning might 
be, and whatever their technical meaning might be, were 
not such as would convey to the shareholders any picture 
at all of what was going on. It had been suggested that 
Mr. Hill, the President of the Institute of Chartered 
Accountants, would have done what was done in this 
case, and therefore might have been standing in the dock, 
The Attorney-General then went on to quote from the 
cross-examination of Mr. Hill, where Mr. Hill had 

that transfers from a reserve fund were sometimes b: 

into a profit and loss account without any notification 
at all, but that there came a when some indication 
must be given. Then Mr. Hill had been asked whether a 
stage was reached ultimately at which there must be 
given, not merely an indication, but a perfectly precise 
phraseology, which no one could make a mistake about, 
He had replied that he should think so, but that it 
depended upon circumstances, and that one could not 
generalise. That was the evidence of the President of the 
Institute of Chartered Accountants, and it was that test 
which he (the Attorney-General) accepted in this case, 
He believed that the test which the law would apply would 
be a great deal more strict. The learned Judge might 
think it right later to make some observations as to the 
extent to which the law was being observed, but in a case 
of this nature, when dealing not merely with the question 
as to whether the documents were false, but whether there 
was an intention behind that falsity, it was right that he 
(the Attorney-General) should accept the test which had 
been propounded by the witnesses called by the defence. 
He accepted the test that sometimes, with regard to com- 
paratively small matters, transfers were made without 
any notification, for the purpose of levelling out in- 
equalities, but that there came a time when an indication 
must be made, and there also came a time when there 
must be not only an indication, but a perfectly precise 
phraseology. If one put forward statements without that 
indication where indication was necessary, or without 
precise phraseology where precise phraseology was neces- 
sary, then the statement made did not truly reflect the 
position of the company, and, therefore, the account put 
forward was not a true and accurate account, and that 
was why there was an obligation to give an indication, 
in the one case, or precise phraseology in the other. The 
law stated that the shareholders were entitled to have 
placed before them a true and accurate account. 

In the course of his duty—not as prosecuting Counsel, 
but as the chief law officer of the Crown—he would call 
attention in due course to certain facts which might, in 
the view of the jury, differentiate, and differentiate 
sharply between the case so far as it concerned Mr. 
Morland and the case so far as it concerned Lord Kylsant. 
The last thing in the world that he desired was that the 
jury should lose sight of these differentiating facts. The 
Attorney-General then drew the attention of the jury to 
the accounts of 1926 and asked them to bear in mind the 
test propounded by Mr. Hill, which he accepted throughout, 
and also to bear in mind the remarks of Lord Kylsant and 
Mr. Morland when asked whether the company was 
run at a loss between 1921 and 1927. Lord Kylsant 
had said, in the course of his evidence, that during those 
six years the company was not running at a loss. Then 
Mr. Morland had n asked a similar question, whether, 
in each of the years from 1921 to 1926 inclusive, the com- 
pany was running at a loss, when one considered its gross 
earnings, less expenses (including dividends) and deprecia- 
tion. Mr. Morland had replied that he had thought there 
was a possible exception in 1923. Further questions had 
been asked about this, from which it appeared that, even 
in the year 1923, when one had to debenture 
interest, undoubtedly in Mr. Morland’s view, the company 
was running at a loss. But this was not a question of 
Mr. Morland’s views; it was a question of plain and 
obvious facts. The Attorney-General asked the jury 
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bear in mind the fact that in the years from 1921 to 1927 
inclusive, the company had continued to pay, in every 
save one, a dividend of at least 5 per cent., by the 
utilisation of abnormal credits to the extent of at least 
five million pounds. He was not go’ to hold Lord 
Kylsant guilty, or to ask the jury to find him guilty, 
because his prophecies had turned out to be false. His 
accounts for 1927 were prepared at about May, 1928, and 
the following year, 1929, was the year in which the 
company had to meet its obligations to the Treasury in 
respect of its guarantee. He asked the jury that they 
should have no doubt about this fact, that when he had 
asked Lord Kylsant if it were true that he had not the 
ability to pay what he owed, he had replied, “ As the 
Treasury did not extend it, that was the difficulty.” 
The Attorney-General repeated that one year, or perhaps 
it would be fairer to say sixteen months, after the publica- 
tion of the accounts for 1927—a year in respect of which a 
5 per cent. dividend was paid—the company had to meet 
its obligation to the Treasury, but the company had been 
unable to do so. Those were the circumstances. There 
was the utilisation of the five million pounds over a long 
series of years, and the fact that Mr. Morland had realised 
in the year 1925, as he had admitted, that the time had 
come when an indication should be made. By the years 
1926 and 1927 the time had arrived at which—to use Mr. 
Hill’s phrase—if these accounts were truly to reflect the 
position of the company, perfectly precise phraseology 
should have been used in order to bring home to the share- 
holders in this concern—for it was their concern, and the 
directors were in the position of trustees for them—the 
abnormality of the receipts which were being used for 
the payment of dividends. Unless the accounts were 
qualified precisely so as to indicate the abnormality of the 
receipts, they would have been false and misleading. 
That account would convey to the shareholders a wholly 
misleading impression of the situation of the company. 
The Attorney-General, continuing, asked if anyone 
would have supposed, after reading accounts for 1926, 
that there had been brought into it to make up the balance 
such an item as the £550,000 in respect of E.P.D. He 
asked the jury to bear in mind what was stated in the 
rt of Directors, and what was said by Lord Kylsant 
ja his speech to the shareholders. It had been stated 
that when Lord Kylsant had expressed the view that 
things were on the upward trend, a shareholder had said, 
“Hear, hear.” But was it not realised that in that year 
the dividend had fallen to 4 per cent., and a dividend of 
5 or 6 per cent. was the sort of thing that had been hoped 
for company was not in position, with its 
ee ee ing over its head, to pay 
any dividend at all. If Iders had known the 
position, would they not have taken the view—glad 
oe eer t have been to have received r 
ivi t might be the last year, or the last 
but one, when they would even see the colour of any 
money again? Then, in the year 1927, the last reserves 
Were going; again, had the shareholders the slightest 
idea that the sum of £232,000 had been transferred from 
E.P.D. account? The newspapers had — the 
results of the year 1927 as the year of the Royal 
Mail Company's recovery. company was not 
oars for what the Ts ~~ satan — 
ylsant was making his speech a fo t later, 
iit u chance he had had to corsect any false ian ression. 
Could it be sup that, the shareholders ha been 
told in the ous year that it was justifiable to transfer 
£150,000 from reserves, they had any idea that double 
ortreble that sum was being transferred from what he 
did not hesitate at the moment to call hidden reserves ? 
was not a question of whether Lord Kylsant thought 
or did not k that another cycle was coming. “I 
submit to as a proposition of common sense,” said the 
ae et past neral, “ that if the sneation be into this 
Sort o tion—if the company is obviously im grave 
difficulties—it is really not for any chairman or any 
director to say to himself, ‘ Well, I am not going to tell my 
shareholders, beceuse I think there is going to be a cycle 
and everything is going to get right again, and between 


fm Oe 


1928 and 1929 I am going to be put into a position to 
pay the debt I shall then owe to the Treasury.’” It 
seemed to him that wholly different considerations arose 
in the cases as between the two defendants. It was one 
thing to go through a process of what he might call stock- 
taking of your reserves to see if they were sufficient to 
meet contingencies which might arise. The attitude of a 
man who approached the subject from the point of view, 
“IT am going to find enough to meet the deficiency ; where 
can I find 1t ?”’ was not the attitude of a man who was 
going to adjust taxation reserves. That was not adjusting 
them at all. Let the adjustment of taxation reserves be 
taken at its face value. Let them assume what the 
ordinary shareholder would assume that it meant. 

So far as Mr. Morland was concerned, said the Attorney- 
General, he felt it was his duty to make it plain that he 
knew nothing of the things which were going on to which 
he (the Attorney-General) had alluded. When Mr. 
Morland came on the scene the account had been approved 
and passed by the directors. He did not know that 
£350,000 had been moved up to £550,000 because the 
Nelson bonus had not materialised. He did not know 
that Lord Kylsant had started the ball rolling by saying 
to Mr. Cason, *‘ What reserves have we got to meet the 
deficiency ?"" Mr. Morland had said he selected those 
words, “* Adjustment of taxation reserves,’ because he 
thought they would convey the definite and precise 
meaning which he said he wanted them to do to the ordin- 
ary man in the street. ‘“ As ordinary men and women in 
the street, gentlemen of the jury,” said Sir William, “ I 
submit that they would convey no such meaning at all. 
It has often been said that the great professors of Latin 
and Greek are the worst teachers, because they cannot 
realise the difficulties of their pupils. Perhaps »you 
should take into consideration whether Mr. Morland was 
too much enwrapped in the mysteries of accountancy 
and of higher mathematics and never descended to the 
plane which the ordinary man and woman occupies.” 

The Attorney-General said he thought it was fair to 
say that Mr. Morland had no know with regard to 
the subsidiaries. The jury had seen that the position 
of the subsidiaries made the whole situation far more 
serious than it would otherwise have been. Then there 
was this vitally important distinction between the cases 
as they affected the two defendants. When these words 
were used in the year 1925, again in 1926, and again in 
1927, Mr. Morland in the ordinary course of events would 
not read the papers or concern himself about quotations. 
He would not read accounts of the meetings, or anything 
at all about such matters. Of course, he might not 
realise that those words had been misunderstood. But 
the members of the jury must ask themselves, weighing the 
whole matter up and in mind that it was their 
duty to give Lord Kylsant the benefit of the doubt, if 
they could, me gran Lord Kylsant in the year 1925, 
when the wo were first used, thought they were an 
adequate indication, did he still think so in 1926? And 
if he thought so in 1926, was it possible for them to remain 
of the opinion that he still believed it in 1927? So they 

t a very different set of circumstances by which to 
udge the two cases. But when he had pointed out to 
them all those relevant considerations they must bear in 
mind that they would not convict either of the defendants 
unless they were satisfied that not only was the document 
false, but that there was a deliberate intention to put 
forward a false document. He could not help regretting— 
and the jury might —— share his regret—that Mr. 
Morland with to Royal Mail Steam Packet 
Company did not think it right and proper at some 
stage to make the same sort of statement he did with 
— to the Royal Mail Meat Transport. 
Attorney-General said he dissented entirely from 
the mt of view which he understood Mr. Mo to 
put forward, that an auditor was not concerned with the 
form of the profit and loss account. He was concerned 
for this reason—unless he was satisfied that the profit and 
loss account and every other document fairly and truly 
put before the shareholders the state of the company’s 
affairs he ought not to sign it. He was there to protect 
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the shareholders ; he ht to put himself in the place 
of the ordinary shareholders and not concern himself 
exclusively with technicalities and phrases. To say that 
now did not alter the fact that, so far as Mr. Morland was 
concerned, in Counsel’s submission he would be doing less 
than his duty if he failed to point out those facts which he 
thought might make a very real difference between his 
case and the case of his co-defendant, Lord Kylsant. For 
the reasons which he had already indicated he submitted 
that the jury must consider the two cases from rather 
different angles. He further submitted that, with regard 
to Lord Kylsant, if they thought his conduct was deplor- 
able, or if they thought he was prepared to gamble with 
other people’s money, or whatever hard things they might 
think about him, they would have no right to convict him 
either, unless they were satisfied that he put forward these 
documents knowing them to be false with the intention 
to deceive the shareholders. 

“* Having said that,” proceeded the Attorney-General, 
“it is my duty to submit to you in this case that those 
documents were obviously false, that they obviously con- 
cealed from the shareholders the true position of the 
company, and that they were intended to conceal the true 
position of the company.” It might well be true that 
Lord Kylsant hoped that better times would come, that 
the company would get round its difficulties and perhaps 
get an extension of its trading facilities without its 

ifficulties being brought to light. But, in Counsel's 
submission, whilst hoping for things to get better and 
hoping for something to turn up, Lord Kylsant was 
keeping things back from the shareholders which made 
the documents he was putting forward false and untrue. 
That was the position of that part of the case. 

The Judge would tell the jury the facts which they 
ought to take into consideration, and it was for the 
prosecution to discharge the onus of proof. If the jury 
were left in any doubt it was their duty to return a 
verdict of “* Not guilty.” They must remember, however, 
that if, on the the other hand, having regard to all these 
considerations they felt that there was only one verdict 
possible, to return that verdict. 

The Attorney-General went on to say that he had to 
come to a simple matter, though perhaps, as far as Lord 
Kylsant was concerned, the jury would think it was at 
least as serious .and perhaps more serious. He in his 
position must always remember that a man in Lord 
Kylsant’s position, if his concern had gone broke, was 
liable to be shot at, particularly in the light of after 
events, and people with a knowledge of after events were 
only too likely to turn round and look for some criminality. 
He did not want the jury to do that. It was only fair 
that Lord Kylsant should not be judged in the light of 
the knowledge of to-day, but in the light of the knowledge 
which existed at that time. ‘“‘ Great as his position has 
been, I don’t think any one of my colleagues who has 
ever held my office would differ from me in this. If we 
are going to insist on financial purity in the City of 
London, with regard to these prospectuses, we must not 
pursue merely the comparatively humble shareholder.” 

must be prepared to strike at a man in a big position 
if he had done anything which he ought not to have done. 
But because he was in a big position, and had been un- 
fortunate in his concern, that was no reason why they 
should condemn him. It had been said on Lord Kylsant’s 
behalf, were they going to punish him because he had 
made an error of judgment? It had been said that he 
thought things were in the trough of the waves, and were 
going to get better; were they going to punish him for 
that? Lord Kylsant was perfectly entitled to that view 
when he issued a prospectus to the public, the public 
were entitled to form their own ju nt, and they were 
entitled to have such facts put before them that would 
enable each one of them to make up their minds as to 
whether the investment was a good one or a bad one. It 
was not enough for a man to say that he thought that 
everything was going to be all right, and that if they were 
going to punish him, it was because he had made a 
mistake. ‘* Prophecy,” said Sir William, “is not what 
you want in a prospectus. What you want are facts— 


facts from which investors can themselves draw con- 
clusions as to what is going to happen in the future.” 

The Attorney-General referred to his cross-examination 
of Lord Kylsant and stated that at one point he had asked 
Lord Kylsant if he thought it was the duty of a person 
who put forward a prospectus to put forward all relevant 
facts so as to enable an investor to form his own judgment, 
To that question Lord Kylsant had answered, “ Yes.” 
At another stage of the cross-examination Lord Kylsant 
said the prospectus told what his concern had done in 
the past and it gave an idea of what it might do inthe 
future. There they had it from Lord Kylsant that you 
had got to state facts to enable an investor to form his 
own judgment and that the relevance of the past was 
only in so far as it enabled you to form a judgment with 
regard to the future. If you took an average, said 
Counsel, you must be very careful to see that there was 
nothing in that average which vitiated or falsified the 
conclusion which you wished the investor to draw as to 
the future. The ten years’ average dealt with in the 
prospectus began with the year 1918, and ended with the 
year 1927. Lord Kylsant had said that the situation 
which prevailed at a certain part of the later period was 
wholly different from that which prevailed immediately 
after the war. Sir John Simon, in Sedien with the matter 
of average, had put the case of a cricketer who claimed 
an average of 50, and had contended that it was im- 
material if the man obtained most of his runs in the early 
part of the season and had rather gone off in the later 
part. Of course not, that was a perfectly correct thing 
to do. The man stated his average. But let them 
consider the case of a cricketer who at the end of a season 
was so unfortunate as to get a shot-gun pellet in his right 
eye, and who at the beginning of the next season, in 
seeking again an engagement, said that his average for 
last year was 50 and made no mention of his i 
blindness. It would be obvious to a nursery that such a 
man was dishonest. There had been a complete change 
in circumstances, Counsel submitted, which rendered 
that average untrue. And if they took a case like that 
before them where they were dealing with the situation 
from 1918 to 1920 which was wholly different from the 
situation as it existed in later years, did they think it 
was honest? Counsel for the defence had said, “* Oh, 
but are you to regard these investors as babies?” The 
jury must realise that these prospectuses did not only 
go out to | op in the City of London. They went out 
all over the country. He had no doubt that many a 
country parson and many a vil schoolmaster got 
them. Did they think it was an honest thing to put 
forward a statement of this sort and then when it was 
criticised to get some distinguished Counsel to say, “ You 
must not treat these investors as though they were all 
babies”? In his (the Attorney-General’s) opinion that 
part of the case admitted—nay, it necessitated—an 
answer which was far easier to arrive at than in the other 
part of the case. 

The object of the writing back of items which had been 
suggested during the hearing had been said to be to prevent 
any member of the investing public being misled. It had 
also been said that it was to give the investor the necessary 
information to enable him to form an opinion. The test 
was not whether there were £14,000,000 of assets ; it was 
not whether the investor would ultimately get paid in 
full: the test was the answer to this simple question. 
Supposing the true facts as they were now known had 
been set out in the prospectus, was there any member of 
the jury who had a shadow of a doubt that there would 
have been no subscriptions whatever for an issue which 
was going to yield something which Counsel thought was 
less than 5 per cent.? He put the question to Lor 
Kylsant as to what he thought would have happened if 
the figures had been set out in the prospectus as they were 
set out in a table which had been produced. Lord Kylsant 
had at first replied that he would not allow any incorrect 
figures to be set out in any statement with his name upon 
it. Again the question had been put, if these figures were 
set out in the prospectus as they were in the statement, 
was it not manifest that nobody would have invested ? 
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Lord Kylsant had made reply that if the figures were set 
out as they had been proved to be in that Court, there 
would have been a response to the issue. * You can 

of the truth or falsity of that answer without any 
further observations from me,” remarked the Attorney- 
General. The jury knew what the results of the trading 
from the years 1921 to 1927 had been. They could 
imagine how the statement would have looked if Mr. 
Morland had set out year by year everything that had 
been done. If Mr. Morland had been asked he would 
have insisted upon doing that to enable, as he said, an 
investor to form his own judgment. Let them think how 
that would have looked and then ask themselves if there 
was a shadow of a doubt but that if those figures had been 
set out in that way there would have been no subscription, 
still less an over-subscription. ‘“‘We cannot be too 
careful to insist on scrupulous honesty in the prospectuses 
which go forth. It is so very easy for a clever person to 
put forward a document with regard to which he can 
rightly say ‘every sentence is true,’ and yet the docu- 
ment as a whole is false." There was a question to be 
considered whether Lord Kylsant when he put forward 
this statement did so with a view to deceive those who 
might entrust money to the company. It was not a 
case of whether the jury thought the document was too 
tricky, too clever, or even dishonest. That did not 
entitle them to find a verdict of * Guilty.” They had to 
find that this document taken as a whole was false, that 
it was intended to be false, that it was intended to deceive 
people who would entrust money to this company. An- 
other point with regard to the prospectus was that they 
might think of all deplorable statements, the statement 
about adding to reserves was the worst. The attitude of 
mind of a man who could say with regard to a certain 
year that he had added to the réserves when he had 
taken from the unpublished reserve far more than he had 
added to the published reserve, was one which needed 
no comment. 

“I want to say one thing more,” said the Attorney- 
General, ** upon what has been for me the most anxious, 
the most worrying case I have ever had since I have 
been at the Bar. With all my anxiety, to do everythi 
I ought to do to arrest a certain laxity which I think 
have percfived in this case—a laxity which does not 
redound to the credit of this country, nor in the long run 
as a service to the restoration of confidence among our 
people—the overriding consideration for me, as for my 
friends, is this, that there shall be no danger that any 
innocent man shall be convicted merely use you 
disapprove of his conduct or dislike his methods. If, 
on the other hand, you feel that this case is brought 
home, do not hesitate to do your duty because you have 
heard about anxious nights or warders and chains, or 
anything of that sort. You serve your country best by 
doing your simple, plain duty. In my submission, 
having addressed you on this case, | submit to you on 
this last matter—the question of the prospectus——there 
can be no reasonable doubt in your minds that it was asa 
whole a dishonest document, a false document, put 
forward with the intention to deceive investors, and it 
did deceive them.” With regard to the other parts of the 
case as affecting Lord Kylsant, Sir William submitted 
that the jury ought equally to find that the accounts 
which he had dealt with were false, that they did not give 
to the shareholders information which the shareholders 
ought to have, but that on the other hand they conveyed 
awholly untrue picture of the position of the company. 
The jury ought to find that the words to which he had 
alluded were put forward with the deliberate intention of 
preventing the shareholders knowing what the position 
was, in the hope, no doubt, that things would improve 
and become better. 

With regard to Mr. Morland, he had thought it his duty 
to put forward certain facts which in his submission 
o_Py differentiated Mr. Morland’s case from that of 

Kylsant. There was a certain phrase in question, 
and the jury had to consider whether that was a phrase 
Simply used by an accountant, if perhaps too readily used, 
or as to whether they thought Mr. Morland intended to 


deceive. If so, in his case it would be their duty to return a 
verdict against him. “ But it is right,” said the Attorney- 
General, “in looking at the matter so far as he is con- 
cerned, that you should always remember that he had no 
motive whatever to do anything dishonest so far as his 
financial position was concerned, and therefore, I think, 
you will be slow to take a view hostile to him, merely 
because you think he used a phrase which he it not 
to have used if he had determined, as he said he , to 
bring this matter home and to put it before the ordinary 
shareholders.” 

“I have done, and you will have the benefit of an 
examination of the figures by my Lord. I leave this case 
in your hands knowing that r his direction and with 
his guidance you will play your parts as good citizens 
and unflinchingly do your duty.” 


NINTH DAY. 


Mr. Justice Wright’s Summing Up. 

Summing-up the case to the jury, his Lordship said 
that the jury for several days listened to the trial and 
the time would soon come when their voice would have to 
be heard in a decision. But at the moment there was his 
summing-up to be heard. As the jury knew, it was the 
duty of a Judge at the end of a criminal trial to sum up 
the case. It was the Judge’s duty to tell them to the 
best of his knowledge and understanding what the law 
was which they must apply to the case. It was also 
the Judge's duty to tell the jury, or to analyse the evidence 
which had been given by way of reminding them, of put- 
ting things together as well as he could, and in that way 
assisting them to do what was their duty and their dut 
alone in arriving at a decision at the end of the case. 
While a Judge in summing-up would do as they might 
imagine his best to be accurate, he might well fall into 
error on a statement of fact, and he might err also, 
according to their judgment, in omitting things or in 
stating things which were not very material or in over- 
emphasis or under-emphasis. Whilst the jury took the 
law as regards the facts on the Judge’s summing-up, it 
did not in any way bind them in their decision. jury 
were the judges of the facts. 

The jury had heard the evidence from beginning to end, 
and he need not say that they had given their greatest 
care and attention to a long and trying case. It was on 
the jury that the responsibility must rest. He had said 
that it was a trying case, but it was an important case 
because it had involved the ventilation in the City of 
London, in the Police Court, of many questions con- 
nected with the finance and accounts of companies. It 
was also a matter of the very highest public importance. 
Proceeding, the Judge said that he was bound to say 
that words had been heard in the course of the case, and 
quite apart from success or failure he thought that the 
prosecution had been, and would be, of very great service 
to the commercial community. 

The position there was that the jury had to consider 
whether the sections of the criminal law which were 
enacted for the protection of shareholders had or had not 
been infringed. The Crown, in considering the question 
of the prosecution, had only to act according to their 
skill and judgment on what appeared to them to be a 
prima facie case, and it was their duty to present the 
facts as they understood them clearly to the jury, but 
the eventual result of the trial must of course depend on 
the decision of the jury when they had heard all the 
evidence. That being so, what was the position then ? 
Before he dealt with the actual charges which the jury 
had to consider, and that was the essential part of the 
case, his Lordship said he wanted to convey a warning 
and a distinction, and to point out that the jury were not 
concerned or to be concerned with several other matters 
which had incidentally arisen in the course of this inquiry. 
What he meant was, the general law of the keeping of 
accounts, and the general duty of auditors and questions 
as to the true functions and contents of balance sheets 
and profit and loss accounts. Those were important 
questions of very great public interest, and no doubt 
everything which had happened in the case would be of 


eel 

931 aR AL OP s a 

on- 

” 

‘ion 

ked 

‘son 

ant 

ont. 

ag”? 

ant 

» in 

the 

you 

his 

was 

‘ith 

a PF 

vas 

the 

to 

the 

the 

ion 

vas 

ely 

ter | 

red 

im- 

rly 

ter 

ing 

em 

on 

tht 

in 

for 

ial 

1a 

i 

_ 
7 a 

bs .% 4 a hee oe a a 


580 


THE INCORPORATED ACCOUNTANTS’ JOURNAL.  ([(Seprempen, 198] 


value to those whose duty it was to see that the law on 
those matters was observed, and if it was unsatisfacto 
or insufficient for the purposes for which it was intended, 
to take steps to have the matter improved. 

A great deal had been said about the keeping of secret 
reserves, and how far that was permissible under the 
Companies Act or under the special charter of the Royal 
Mail Steam Packet Company, because the question which 
arose there would have to be decided under the special 
charter of that company. Now a great deal had been 
said about the commercial advantages which might flow 
from that practice, and they had heard a good deal as to 
what was often done in practice, and what might be 
reasonably and properly done, but questions might arise 
some day in order to find out or elucidate these very 

ial matters. On one occasion, a Judge had said that 

the shareholders could not complain if the position of the 
finances of the company was better than the accounts 
disclosed, and that had been quoted from time to time as 
justification for keeping reserves secret. But there might, 
very great evil if those who had control and manage-' 
ment of companies for the benefit of the shareholders had 
large sums left at their disposition. It was a practice 
which was being followed, no doubt, by many concerns 
of the highest ing. On the other hand, it might be 
the subject of almost intolerable abuse. It might be a 
system to cover up big irregularities. It was said to be a 
matter between the company and the shareholders, but if 
the shareholders did not know what the position was, 
how could they form any view about it at all? Taking 
the case, apart from the question of anything that was 
called reserve or not, they had a large sum of money, or a 
series of large sums of money, the nature of which had 
remained a secret from the shareholders, and the use of 
which had also remained a secret if they excluded certain 
things which appeared in the last three balance sheets 
with which they were concerned. They would know, and 
there was no dispute about it, that there were balance 
sheets and profit and loss accounts published for a period 
of seven years which did not disclose one way or the other 
whether the company was making any profit or not. 
During those seven years there was expended out of 
certain items a sum of no less than five million pounds, 
not out of current earnings at all, but out of those items 
which in the main arose from the war, and d all that 
period the shareholders were told nothing and they drew 
their dividends presumably in the simple faith that all 
was well with the condition of the com . It might 
be said, and very well said, that the sheath’ ers got their 
dividends, and that times might have changed as well as 
conditions, but on the other hand, surely if the share- 
holders had been told—he did not say who was responsible 
for the moment—that this company had no earnings, 
and the company could not go on indefinitely unless it 
did have earnings, surely they might have taken steps, 
as they could have done, and as had been done in other 
cases when shareholders became aware of the position of 
the company, for the reconstruction and rearrangement 
of the company’s affairs, the cutting down of expenditure, 
and all those things which had to be done when a company 
was not paying its way. The sooner that was done 
the better. It was never brought to the eoyen of the 
shareholders what the position was, and it might seem 
incredible that that position should go on all those years, 
but eventually at a period outside the period with which 
they were conce , something had to be done. Now 
it was a little astounding, and one could not help wondering 
whether those who managed big companies did not forget 
sometimes that the body of directors of the company 
were the agents of the shareholders, that they owed them 
full information subject to proper commercial and reason- 
able necessities, and it was the shareholders’ interests 
they had to study. were not to regard shareholders 
as sheep who might look up if they were not fed. A 
joint stock company was a creation of law. It had the 
enormous advantage of limited liability, and it was 
intended to secure that those who enjoyed those 
privileges of limited liability and who controlled and 


some conditions as to publishing their accounts at least 
to the shareholders. 

His Lordship said that recently the law had beep 
amended and now provided for the sending of a balance 
sheet and profit and loss account to the shareholders every 
year, and there were penalties imposed upon directors 
who did not do that. The balance sheet must contain a 
summary of the liabilities and assets, together with such 
particulars as were to disclose the general 
nature of the liabilities and assets of the company, and 
to distinguish between the values of the fixed assets and 
floating assets, and how the value of the fixed assets had 
been arrived at. It further provided that there should 
be a report by the directors in relation to the state of the 
company’s affairs and the amount, if any, that was to be 
paid in dividends and the amounts which they proposed 
to carry to the reserve fund or any other reserve. It 
might be said that, in a matter like keeping reserves, the 
shareholders might agree to a reserve being accumulated, 
the exact amount of which was not specified in the 
balance sheet. That was a question which might have 
consideration at some future time. The terms of the 
section of the new Act could not possibly justify the 
omission of any amount of secret reserves from a balance 
sheet altogether. It was the intention of this section 
that the accounts of companies in the future should be 
published with greater particularity and information for 
the shareholders. 

Then there was the question of the auditor. The law 
required the appointment of an auditor who was the 
servant of the company, and his duty was to report on 
the accounts which the directors were going to present 
to the shareholders. It did not require skill and vigi 
beyond their power, but it did require from the auditor a 
careful examination and for him to give a certificate 
saying that the accounts had been drawn up 80 
as to exhibit a true and correct view of the state of the 
company’s affairs, according to the best of his knowledge 
and the information given to him. If the accounts from 
which the dividends were being paid or the expenses 
were being met were being fed by undisclosed reserves, 
it seemed very difficult to see how an auditor could dis- 
charge his duty of giving a true and accurate view of the 
correct state of the company’s affairs withont drawing 
attention to those facts, which were aay Ee 
No doubt an auditor in his delicate duties to use a 
certain amount of discretion, but he had to remember 
that he was under a statutory duty and that he might 
come under the penalties of the law if he failed in that 
duty in any specific way. He would not trouble the jury 
or enlarge on those points at that moment. 

In the present case, the jury would remember that they 
were not dealing with a company under the Companies 
Acts, but with a company which was formed as a corpora- 
tion and which had the privilege of limited liability, and 
that corporation was governed by the terms of the charter, 
because it was the Crown who granted the charter. There 
were very few chartered companies. It was a practice 
which was availed of in the earlier days before the Com- 
panies Act had been invented or develo In those 
days they were only created by an Act of Parliament or 
the Crown. The R.M.S.P. Company was a very old one, 
having been formed in September, 1839, and, as the jury 
knew, there were certain conditions which governed the 
keeping of accounts, and prior to the annual meeting 4 
report to be prepared and the assets and debts of the 
corporation set out for the purposes of the meeting. 
The directors also had to give such other information to 

t before the shareholders as might seem necessary te 
” given and the accounts had to be signed by the auditor 
of the corporation. That was an obligation on the Court 
of Directors to prepare and lay before the meeting in each 
year an account of the debts and assets of the corporation 
and an account of the profits made every year. In 1904 
it was decided to alter certain conditions because in the old 
days the auditor was not a professional auditor but 
perhaps a member of the company. Then professional 
auditors were appointed, but that did not alter the pro- 
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profits which had been earned. The law provided that | to 


the auditor had to sign a certificate sta whether his 
requirements had been complied with to make a 
report on the accounts and to state in that report whether 
in his opinion the balance sheet was pro drawn up. 

“The profit and loss account,” ued Mr. Justice 
Wright, “contains information for the benefit of the 
shareholders. The auditor is not concerned with the 
question of policy, as to whether a dividend is properly 
or improperly declared, but if there is something in the 
accounts to which the attention of the shareholders should 
be drawn, the question at issue is whether that information 


the maintenance of any secret reserve. | ig py bow 


is not whether the two def ts or either of them has 
committed any breach of his duty to the company, either 


as chairman or as auditor. If there has been any breach 
or negligence or an for which the directors or 
auditor may be liable to company, that is a matter 
entirely beyond your or tion. You are 


not ith questions of civil li , for civil 
liability can be settled by action for damages. when a 
matter comes before this Court, it comes as a matter of 


criminal liability; it comes before this Court because 
something has been done, some breach of the law which 

beyond the iew of civil liability, which may not 
iiemsened toy but which amounts to a crime 


man of any criminal charge unless they are satisfied 
beyond all reasonable doubt that he is guilty of the offence 
i . One sometimes hears it said in a 

criminal case, I have heard it myself said, that questions 
icy, questions of public morality, — 

of financial purity are involved, and things of 
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the “ intent ’ mentioned in the Act. i 

in this case was with regard to shareholders. The charge 

went on to say that on May 11th, 1927, Lord Kylsant, 

being a director of a certain public co’ y, namely, the 
make, circulate 


that alleged offence. say i 
the case of Mr. Morland he would defer for the moment. 
+ Ae 


Then there was a similar count relating 
the directors for 1927, which was in i 
The third count was against 


the That was a written statement in 
op oper, Sos ware mena meee ieee 
in the Royal Mail Steam Packet Company, which 
he knew to be in a material particular in that he 
concealed the true position of the company, with intent 
to deceive such persons as it entrust i 
oO all 


indicate what construction he had arrived at as to the 
meaning of certain words. “ Any written statement of 
i Now, what 


y, “ Here are certain figures and words which are 
false.” He thought that was too narrow a view of the 
words referring to “ material particular.” The Act 


or accounts which might be of the utmost i rtance, 
enh Chih aianthea teu at inl ehtve haw baikataneianet 
that was fraudulent not in the sense of what it stated, 
but rte hy of what it concealed or omitted. It 
might i t you could not place fingers upon 
ony athink Catenials os beihe estat thine a the 
statement itself might mean more than it ap to— 
he referred to such a statement of account which might 
not contain any specific words or specific that were 
actually false, but which document might be false in the 
way it was drawn up. You might have such a document 
with regard to every word or figure in which you could say 


criminal | “there is nothing false about that,”’ but which on the 


whole might be false not because of what it stated, but 
because of what it did not state, because of what it 
implied. Of course, that was a type of falsity which was 
in question in this case, and was far more difficult to 
establish than a case where one could point to a specific 
false figure or word; but where such falsity existed it had 
to be shown affirmatively that there was a deliberate 
intent to create a false impression. A man might be able 
to show that if even such a false statement were made, 
and that he knew it was false, yet he did not intend to 
deceive anybody ; that he made such a false statement or 
inaccurate statement thinking it was substantially true. 
But where they had a case where a written statement was 

to be false in the sense that it was concealing the 
true facts, what they had to decide was whether it 
was a concocted—a deliberately concocted— instrument, an 
instrument of a definite scheme to defraud or deceive, as 
the case might be, and therefore in order to prove a case 
of fraud of this latter type, namely, a case of concealment, 
the intent and the purpose must be established at the 
outset. 

“ But to construe sect. 84 so as to exclude from its 
ambit that type of fraud in a written statement or account 
would, in my judgment, be to limit unduly the scope of 
the enactment and exclude from it some of the most 


in my judgment, ha 
and its purpose and 
I have given to it is the true construction. 
decide myself, you see, and you must take that view 
of the section from me. ph a cranes empha ea pe | 
arises hereafter, there are other Courts who can deal wi 
the matter. The section requires three things: a false 


the recognition, the yp gene the realisation of the 
falsity by the person who publi 
ward—and thirdly, the intent to deceive. The intent to 


_| 
| 
| sect. 84 of t ny Act, 1861. The learned Judge 
then went on to construe the Act. He said that this 
Act—as Acts of Parliament went—should be reasonably 
clear and not require any particular exposition except 
that he wished to emphasise certain aspects of it and to 
js correctly given.” 
Mr. Justice re on eae © eee 
of the Royal Mail Steam Packet Company, and remarked, 
a “So far as I know, in those charters there is no provision | exactly did that mean? The conclusion he had arrived 
ere 
where you could point to written statements or accounts 
unable to discover it. The question to be decided here ee 
—_ : 
must be strictly construed, but reasonably so, but in his 
(the Judge’s) view, to construe it in that way would be to 
| shut out a t of fraud in connection with any document 
= 
aw : 
the 
on 
| 
nce 
Bu Wwainst the State and lor Wie is fed Tc ‘ 
ate party convicted an appropriate sentence by the Court. 
band i fest one othae ehtarvation thet I chou lle ts 
—_ put before you, before dealing with the indictment. _It is | 
this: that it is the universal rule of English 
ee eee am te ee Oe ee el 
criminal charge is in the eyes o the law innocent until | 
he is proved to be guilty, and the jury cannot convict a | 
_ to the jury. I don’t think anything | 
been said in this case. Although questions | 
of that so 
for the C 
which you 
Mr. Justice Wright then referred to the indictment | 
against the accused. Lord Kylsant, he said, was charged 
first with circulating a false statement with intent to 
deceive shareholders. If the jury found that there was a 
false statement, but that it was made with intent to 
deceive someone else, it would be outside the scope of 
important types of false documents which in this class of 
case may have to be dealt with. The language must be 
considered reasonably, according to its natural meaning, 
and publish or concur in the making and circulating and 
eeshing. of a certain statement which he knew to be 
in a material particular. That charge, of course, was 
made in connection with the annual report. That report 
was a document which had been before the jury time after 
time, and referred to the profit and loss account and 
“i balance sheet for the year 1926. Then, continued his 
id Lordship, Mr. Morland was charged with aiding, counsel- | wr KI ge OF Une a ns 
- ling, procuring and so forth, Lord Kylsant to commit 
al | 
be | deceive is quite a separate thing. You may have a false 
document, and you may have published it knowingly, 
t with regard/and yet there mmy not be circumstances which justify 
— ae ab Oe ae ee 4a es 
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the finding that there was an intent to deceive. In fact, 
in one of the sections under the new Act—I think it was 
in one of the earlier Companies Acts as well—you have a 
definition of the offence of misdemeanour, of publishing a 
false document, knowing it to be false, but with no 
reference to any intent to deceive. It is left out, just as 
in some other criminal offences; the intention is not a 
necessary ingredient. 

“Here the intention to deceive is a necessary 
a as regards the accounts, to deceive share- 

ers, and as regards the prospectus to deceive possible 
investors. The intent must = established, because it may 
be that if a man publishes a false statement knowingly, 
it may be that prima facie he has an intent to deceive. 
But that is only prima facie. I am not considering any 
question of the burden of proof here, but it may always 
be shown that a jury are always entitled to find, altho 
there was a false statement published knowingly, 
intent was absent, just as you may think an mani, 
though he did the act, might show that the relevant 
intent was absent. Then, of course, he cannot be found 
guilty. If he is found guilty at all, it is on a somewhat 
minor alternative offence. 

** Just before I leave these general considerations, I 
ought to remind you that you are dealing with questions 
of criminal intent, Sir John Simon read a passage from a 
famous summing-up in one of the early cases under this 
section. Although I think I have said in effect what is 
stated there, it is most admirably put, and I should like 
to read it to you. The Chief Justice in those days said :— 

*** In a case of this kind, we are, as it were, upon 
the very confines which separate the criminal and civil 
law, and we must take care that we do not overstep 
the boundary line. It is one thing that a man may 
make himself liable to an action, or liable to have a 
contract which he seeks to enforce, held to be bad, 
because he has stated something which went beyond 
the exact line of truth, or has concealed some material 
fact which ought to have been made known to the 
other contracting party. More than that is 
to support that charge. A man may honestly mis- 
represent, he may state as something which he believes 
to be true that which turns out to be untrue. If he 
has given a warranty, or has entered into a civil 
contract founded u the assumption of the fact in 
question, he may liable in a civil action to be 
defeated, but that would not be sufficient for the 
present purpose. Here you must be satisfied that 
that which is alleged to have been misrepresented 
was known to the defendants to have been false, 
and that acting upon that knowledge and with 
the deliberate intention to deceive and defraud, they 
did that which is alleged to have constituted the 
criminal offence for which they are now on trial.’ 

“Probably I have only been reading what you have 
heard during the last ten days, but it is my duty to repeat 
it, and repeat it with all the solemnity I am capable of 
in the course of this summing-up.” 

Mr. Justice Wright, proceeding, said he could now turn 
to the matters of facts in the case which the jury would 
have to consider. The charter under which the Royal 
Mail Steam Packet Company was constituted had been 
read, and it would be remembered that in 1911 it wasa 
— much smaller company than it was in the period 

which they were particularly concerned. In 1911 
the company had ordinary and preference shares amount- 
ing to £1,700,000, debentures of £2,250,000, and insurance 
fund which was then only £300,000, and reserve fund 
which was only £420,000. In 1921 its capital was, 
ordinary and preference shares £6,800,000, debentures 
24,500,000, reserves £1,600,000, and insurance fund 
£1,022,288. It appeared that the company, from certain 
aspects of its business, followed a conservative and indeed 
an old-fashioned routine, although there could be nothing 
wrong in that. Automatically the insurance fund in- 
creased, first by a rate of 3 per cent. and later by a rate 
of 2 per cent. The insurance fund was essentially a 
surplus fund. It was unnecessary to trouble the jury 
with the details, which were very clearly set out in the 


——. 


document. That fund was in fact an extra reserve, [t 
went on increasing during the — from 1921 to 1927 
automatically in the routine of the office, and was never 
interfered with. During the seven years in question jt 
increased by £300,000. The reserve fund remained at 
£1,600,000 from 1921 onwards, except that in 1926 it was 
reduced by £150,000. There was a rate of depreciation 
which was followed year by year of 5 per cent. It was q 
liberal depreciation, because 4 per cent. was sufficient, 
As a matter of history, it might be stated that in 1929, 
as the jury had heard, a question arose about a guarantee 
of £5,000,000. That amount had been guaranteed by the 
Government under the Trade Facilities Act, and he 
thought fell due, according to its original tenure, in 1929, 
Lord Kylsant applied for an extension, and that led to an 
investigation being undertaken of the company’s affairs, 
Sir William McLintock conducted that investigation and 
presented his report in March, 1930. In the course of 
that investigation Sir William McLintock was concerned, 
and was indeed only concerned with the ascertainment of 
what were the current earnings of the company during 
the relevant period, because the Government, before 
prolonging the guarantee, wanted to know what the 
company was doing, and what its current —— were, 
Sir William McLintock accordingly, with that object in 
mind, undertook the inquiry, in the course of his 
report he referred to some very large sums of money which 
had been applied in the affairs of the company from 1921 
onwards. Sir William McLintock gave oeldtaes, and was 
challenged regarding the use of the word “ Reserves,” 
The witness not unnaturally retorted that he had only 
taken it because it was the word used by the company 
and its officials, and indeed everybody seemed to have 
called them reserves until some doubt arose in the course 
of the present inquiry. It might be that there was a 
reason for calling them reserves. If they were reserves 
they were undistributed income, and if they were 
undistributed income t could be used for paying 
dividends. He (his Lordship) knew nothing about that. 
“ All I want to point out is that I am referring to Sir 
William McLintock, who conducted the specific inquiry, 
as everyone agrees, with the most precise accuracy, and 
there is only one figure criticised, and that is about 
depreciation in 1926. He pursued his investigation, as 
you expect from a man of his eminence in a distingui 
profession, with complete accuracy and made his report. 
I must say I thought he gave his evidence with absolute 
fairness and with st and moderation. I 
don’t know why I should say modefation, because he had 
no reason for anything else, He was not interested in 
the matter at all. It was the material which he obtained 
which, as I understand, drew the attention of the authori- 
ties to what had been happe in this company. 
“The period in question which you have to consider is 
from 1921 to 1927, or more ifically you have to con- 
sider the two years 1926 1927, when you are con- 
sidering the accounts, because it is to those years that some 
of the counts of the indictment refer. Now, I have already 
said that you are not concerned with any questions of 
civil duty as between the company and the two defendants, 
or either of them. May I remind you what is the case 
actually put forward by the Crown. For this 
they do not lay any stress on the precise rules of law a8 
to the completeness of the company’s accounts, or the 
precise duties of accountants. What they say is: *‘ Gran 
assume that, as the practice is said to be general, directors 
may be justified in putting money into undisclosed or 
secret reserves. Assume that they may use these secret 
reserves without telling the shareholders over some period 
of time, and do that properly. Assume all that, yet & 
time comes when, if that is done to a large extent with 
large sums of money, or so often over a ng pe 
time, you have then the circumstance so vitally affecting 
the life of the company, and vitally affecting the interests 
of the shareholders, that any deliberate concealment of 
the circumstances is a breach of duty on the part of the 
directors or auditors if done fraudulently, with intent 
to deceive.’ I do not gather now that there is any real 


difference, any real question as to the general accuracy 


SSRSLESETSS APTA BEBE SEES SESSASS ESSERE TESSSS TSF IIMBSSSSTEREREEESE BES S5SER FEE<TESBER 1 


en a Bee ~ 2 A rR oo 3 ae Oo —— a . ee vs] a — ee re Db 
& 
3 cette etinintameneeneneremneinaiammmenimaiermtmrreniimminmesete oun eee eee ae 
i == = —_—a——==a==” ———. 
al 
i 
a 
i 
a, 
U 
i 
| | 
— 
. ° poe © 
ee Z = or) ee. ae 


| he 
929, 


SEFSaPaeaha ks 


PSR SSRESRIE SGa08 48S %8 


BSSSSReRR Folk SF e 


SESF ace at 


SEPTEMBER, 1981] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


of the view, that a very heavy or a very 
utilisation of secret reserves, in order to keep 
i. caeth or can aaanany atom: 
any review of the company’s ition, quite apart 
from anything I have said about general law on it. 
You have had the benefit of hea that very dis- 
accountant, Lord Plender. question was 


com y 


longer a requirement for excess profits duty, money might 
be introduced into the and profit and loss account, 
without any mention being made that the reserves had 
been called upon. Lord Plender’s reply was, “ There are 
such cases.” Sir Patrick on asked, “ You 
mean that has been done ?” and Lord Plender answered, 


answer was, “ Yes.” Then there was a 
to what phrase was the proper one to use. re was a 
question which might be familiar to the jury, but was not 


words in the 1926 balance sheet, ‘* Adjustment of taxation 
fteserves,”’ was, in all the circumstances of the case, a 
a eee ae ne the minds of the share- 
rs as to what was actually happening. That was a 
ii iha taaee esate teat Geckos seen, ond te on 
would have to give their decision upon, one way or 
the other. Was that phrase, “ Adjustment of taxation 
reserves,” sufficient ? as it a proper intimation to the 
ener wee See ee 
airs, in order to produce year by year 

not only debenture interest and the interest on discounts 


you, although I am sure you have it in your minds, 
the 


what appears to me to be first question have to 
consider. Granting all this, was it false 
in all the circumstances to forward to all the 


shareholders in the balance merely these words 
‘Adjustment of taxation reserves’ as a warning that these 
enormous sums were being drawn from these funds, the 
nature of which I must consider a little later? Then, as to 
these words, Lord Plender gave his definition. He said : 
The difference between a sum or sums reserved or set 
aside to meet maturing obligations, whose precise ascertain- 
ment is not known at the time such provisions are being 
made, and the amount of the actual liability when it is 
ascertained and settled.’ ” 

His Lordship pointed out that Lord Kylsant was 
Sur ts on the matter, while’evidence was also given 

Mr. Hill. The latter that transfers from reserve 
fund were sometimes into a profit and loss account 
without any indication being made, but there came 
& stage when some indication must be given. Mr. Hill 
Was also asked: ‘‘ Does there finally come a stage when 
there must be not merely an indication, but perfectly 
Precise phraseology about which no one can make a 


mistake.” The reply was: “I should think so; it 
depends upon the circumstances, one cannot generalise 
exactly.” His Lordship added that Mr. Hill, the ident 


of the Institute of Chartered Accountants, said that 
there does come a when some indication must be 
given, and he thought there came a stage when there 

be perfectly precise phraseology. which nobody 


could mistake. Mr. Hill did not want to generalise ; 


that wou wien. He (the Judge) desired to read a few 
passages of evidence given by Lord Kylsant, but if he 
omitted anything which was material, he would welcome 
wy Sy oe from Counsel. 

r Patrick said he desired to call attention 
to one answer given Mr. Hill. That gentleman said 
that the phrase used was the proper one. 

The Ju : He says “I think it was 


Lord Kylsant. One 
utilisation of large sums drawn from secret reserves 
without any indication at length becomes misleading ?” 
Lord Kylsant’s reply was: “It could, under certain 
circumstances.”” Lord Kylsant also agreed that there 
came a time when some indication should 


its extreme, one could get a wrong impression. 
Kylsant was asked: “ snaps that time comes, and 
it has come, and the indica is icati 


admittedly without it would be untrue, and inaccurate, 
into something which is true and accurate?” Lord 
Kylsant’s reply was: “I feel that is a question which 
Accountant would answer better than 
” observed the Judge, 


myself.” “ With great 
a chairman of a company 


“* it seems to me a question 


whether he attached any 
** Adjustment of taxation reserves,” and his answer was, 
“I do not attach much importance to them.” 
Kylsant, however, would not go so far as to say that 
the ordinary man in the street would attach little or no 
importance to the words. So far as he 

able to follow the evidence, continued Mr. Justice Wright, 
there was no doubt that in the years 1921 to 1927, the 
Royal Mail Steam Packet Company was not earning 
any profit. The company was a ship-owning company, 
ant 6. Saliang company, and: anes See SS SS Se 
ways: in the form of of earnings over expenses 
in running its own ships, or profits from the dividends 
from the various concerns in which it had shares. In 
the cases of six subsidiary companies it held all the shares. 
In as many as seven subsidiary companies it held a con- 
trolling interest, and in some of t 
number of shares, and so far as they paid 
derived part of its income from them. Referri 
creation of the secret reserves, his Lordship said it was 
pretty well known what the ultimate liability would be, 
though, in fact, the ultimate liability was never definitely 
ascertained until May, 1927. In 1921, in the books of 
the com , there was a provision made for the excess 
profits duty of £2,260,600, and of that there was 

over to the Revenue £1,148,155, and they kept in. the 
books a sum of £1,100,000. 

There was a further complication before the matter 
could be settled, and that was that the Government 
allowed in respect of the War period large sums to 
shipping companies, such as the Royal Mail, under two 

ings, one for obsolescence, and the other for deferred 
repairs. Those matters were settled in 1926, at a total 
of £1,428,705. Then, when the excess profits duty 
was finally settled, it was at a figure of £1,769,122. 
Therefore, when those two sums were set off against one 
another, there was a balance remaining of £340,000. 
His Lordship proposed to re the constructive settle- 
ment in 1926, when no cash passed. It ignored by 
Mr. Mathews when he made up his accounts. refore, 
what they had to deal with for the purpose was, first 
of all the balance of the money which the company never 
paid over to the Government, and which they felt entitled 
to use, and did use—in 1921 they transferred a sum of 
£300,000 by writing it off investments and in 1922 a 
sum of £100,000 was transferred to profit and loss. 
In addition to that the company received from the 
Government, from time to time, various payments until 
the Government had repaid in 1927 the total amount 
which it has received in excess of £340,000. 
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“Yes, it has been done.” The Judge said that, so far 
as he could see, Lord Plender expressed no view about 
the matter. He said that it was done by firms of the | must be sufficient, must it not, to turn something whic 
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any exception could be taken, and he said, “* As a principle | 
no exception could be taken.” That was a guarded 
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might not come a time when, if the reserves were to be r 
used again, some indication must be given to the share- 
holders that the profit and loss account was augmented ought to answer.” 
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His Lordship detailed the payments received from the 
Government, pointing out that in 1923 the company 
had £250,000 so paid, and they transferred £100,000 
to profit and loss account. In 1924 £390,000 was re- 
ceived, and £330,000 was transferred to the profit and 
loss account. That left a substantial balance, which 
appeared in the accounts to the credit of the fund. Then, 
in 1925, the company received nothing, but paid over 
£300,000, because certain claims were actually settled, 
or were in process of being settled. In 1926 the company 
received £270,000 from the Government and 
account being then considerably in credit £550,000 was 
transferred to the profit and loss account. In 
1927 the fund was finally closed . At that final 
closing, there stood at the credit of fund a sum of 
£232,788. In all those years there was available on that 
account £1,912,788. No part of that money was money 
earned during the period in question. It represented in 


which had been ted 
although it sight Ge Bie Laciuhip wes 0 Witle is oxser 


After referring to the exhibits in the case, the Judge 
said that he found that in 1921 there was paid over to 
the in respect of excess profits duty a sum of 
£125,000. re had been a great debate as to whether 
this was to be as reserve or not, and that 
a@ matter on which Sir William McLintock was severely 
taken to account, but for the purposes of this case he, 
Mr. Justice Wright, did not think it mattered what they 
ealled it. The sums were not, in fact, current earnings. 
As Sir William told the Court, “ All I was looking after 
was what were the current earnings.” It might be, of 
course, continued his Lordship, that they were not 
available for use, except at the time they were actually 


he could release, and he intimated that to Mr. Cason, 
and Mr. Cason conve the information to Lord Kylsant, 


capacity of the company at all for the period in question. 
It was a fact, whether these were reserve funds 
or not, they would have to consider whether the essence 
of the matter was whether they thought the shareholders 
ought to be told that the company was kept going 
means other than current earnings. Mr. Justice 
right then dealt with a large sum of money, £1,120,452, 
brought into the accounts in 1921 from three of the 
subsidiary companies, not any of the hundred per cent. 
subsidiary companies. That was brought into the 
profit and loss account as profit for the year. It 
might be said that in one sense it was a profit of the 
year, h it represented earnings on the part of 
the subsidiaries for some of the abnormal years preceding. 
There was a payment out to the revenue of £125,000. 
There was a balance on the voyage accounts for the year 
of £825,890, but against that there was a set-off for 
general repairs, maintenance, insurance fund, depreciation 
of the fleet, which was on a hberal scale, depreciation 
of premises, general administration and the special debit 
of £125,000. In 1922, again, they had certain special 
debits which it was said ought not to go in where they 
did, and so reduce the deficit to £570,000. Again the 
result was the same, but after bringing in £809,871 and 
the interest on investments and deducti running 
expenses, including depreciation, they w have, as 
appears here, a total surplus obtained by using £100,000 
excess profits duty, £45,000 of war contingencies, profits 
on the sale of steamers and depreciation funds. 
' He did not think it was necessary to trouble the jury 
with the figures relating to the years 1923, 1924 and 1925. 
In 1926 they got a position which, according to a table, 
showed a surplus on the whole position of £628,535. 
That surplus was only obtained by bringing in excess 
profits duty, £550,000 ; income tax reserves, £175,000 ; 
profit. on the Nelson Line and general reserve fund 
£350,000. That was the first of the two years with which 
the jury were concerned, and in 1927 they had a very 


the | of a bonus which they 


similar position subject only to this, that the 
profits duty brought in was finally exhausted in that 
year. There was income tax reserve brought in ; profit 
on steamers; corporation profits tax and other sums, 
making a total of £540,386. In that year there was also 
brought into the accounts the bonuses of £300,000, obtained 
from the two Nelson companies under circumstances 
which would be within the recollection of the jury, 
The Nelson companies had been prosperous. They had 
that money available and they paid it over in the form 
poe in that year, but whether 
the company benefitted by that payment of 
except as a matter of book-keeping—they had received 
a cheque and then parted wi same amount 
another cheque—was not clear. The bonus was 
and the cheques for the £300,000 were paid. There 
was a further transaction under which the Royal Mail 
Steam Packet Company sold to the Nelson Steam 
Navigation Company the shares which it held in H. & W. 
Nelson, The parent company held all the shares, and 
purchased from the Nelson Steam Navigation Company 
1,000,000 ordinary shares, of which half were fully paid up, 
His Lordship said he did not think that part of the case 
concerned him very much. He thought it was clear that 


prosperous. The MacAndrews and the McIver companies 
were less prosperous, and indeed paid no dividends in 


Steam Navigation Company and the Royal Mail Meat 
Transport Company, had been dealt with very shortly 
by Sir William McLintock. They had no evidence 

the position of some of the other companies, such 
as Elder, Dempster & Co. With rd to the Pacific 
Steam Navigation Company, Sir William McLintock 
had stated that in 1926 there was a profit of £60,000 
before depreciation. The actual trading loss for the year, 
which his Lordship hardly understood, was £83,755, after 
a year 1927 was much the 
same. t was said, and it was rather a point which 
might not be very material for consideration in the case, 
was that no doubt the Pacific Steam Navigation Company 
was paying its-dividend, not on its earnings, but on special 
credits. It rightly arose from and appertained to the 
War period. It was not necessary to discuss that in any 
detail. It was merely a subsidiary matter. 

The jury were concerned particularly with the years 
1926 and 1927. It would be remembered that the 
balance sheet was duly signed, year by year, by Lord 
Kylsant as chairman, and there had been some evi 
given illustrating the manner in which the policy of 
paying dividends and dealing with the funds of the com- 
pany was considered between that defendant and Mr. 
Cason. There was a document produced which referred 
to the two years. It was dealt with by Mr. Cason, who 
seemed to have been an extraordinarily careful and 
conscientious official. He was one of those officials on 
whom the success, or even the existence, of that 
concern depended. He had a long record of service 
the company, and was the chief accountant for a good 
many years. Mr. Cason produced the document in 
question, which he stated he laid before Lord Kylsant. 
The question was, how funds could be provided, as the 
Judge understood it? It was.a question of how 
could be found to pay a dividend on the ordinary shares— 
4 per cent.—in view of the actual financial position of the 
company. The document was prepared and disc 
It showed the debenture interest, the preference dividend, 
the insurance account of 3 per cent., and interest 
discount, the total amount wanted being £1,476,500. 
document also showed voyage accounts, less expenses of 
£265,000. The problem being discussed was whether they 
could get the money for the purpose required. It was 
suggested that they could call upon the unpu 
reserves. 
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. |that the Nelson Company seemed to have been rather £15 
used. Mr. Mathews stated that he kept the books, and 
1 he kept the funds, and knew from time to time how much 
y ss ra specie cms sams 
| current earnings, as they were no criterion of the earning 
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Crown that Lord Kylsant was completely 
familiar with what was , and that he was 
considering how he could provide funds in 


i The balance sheet of that year, as you wi 
remember, was eventually published, and it showed 


dividend paid in June; balance for the year, 
dividends on shares in allied and other companies ; 
adjustment of taxation reserves, less depreciation, £439,212.’ 
There are various smal! items, transfer from reserve fund 
£150,000, and then you get the total of £773,492. That is ex- 
pended in paying debenture interest, discount, and dividends 
on the preference stock, leaving a surplus in favour of the 
company, out of which it is proposed to pay 4 per cent. 
to the ordinary shareholders £200,000, and to carry forward 
£66,000. There ? have the balance sheet which requires 
i ou will remember that up to 1923 these 

balance sheets did contain the words *‘ profit for the year,’ 
and then it was considered better to change it to ‘ balance 
for the year.’ Apparently it was realised that truly there 
was no profit if you merely looked at ordinary current 
ings and incomings. Looking at this document, in view 

ofall the circumstances, you have to decide whether or not, 
in your opinion, it is a false document. I am not going to 
repeat what I have already reminded you of, namely, the 
circumstance that it is agreed that the time had come 
in 1926 when the state of the company was such that the 
company ought to have been informed, either by the 
auditor or by the chairman, that the concern was not 
es SO, & from its special credits. For 
. To pomp agen £550,000 was taken from excess 
profits duty, t was necessary to interest on 
the debentures and interest and yal the total of 
£273,000. There was a further amount of dividend on 
the preference stock of £233,000, and then dividend, 
interim and final, amounting to £350,000. Well, now, 
it is perfectly true that it ws the transfer from the 
reserve fund, which would seem, perhaps, to indicate that 
it was the only substantial use which was being made of 
the reserves, as it was indeed the only use made of the 
published reserves. It is perfectly true that you have 
these words, “‘ Adjustment of taxation reserves.’ That is 
to say, the word ‘ Reserves’ occurs twice over on this 
of the balance sheet. That would be some sort of 
ication to anyone who understood the use of this 
language, that to some extent reserves other than 
a reserves were being drawn upon. On the other 
, it is pointed out that the amount drawn from the 
taxation reserve, which figures under the word ‘ Adjust- 
ment,’ is a very heavy amount indeed (£550,000), and 
that, in view of all the circumstances, is said to make it a 
Misleading statement; that in view of the large amount 
drawn from the reserves in proportion to all the other 
figures, that ought to have been clearly and specifically 
indicated, so that the true position of the company could 
have been disclosed to the shareholders. It is said, and 
it is for you to consider, that this is nothing other than 
false in a material respect, because it conceals the true 
omen of the company in that from the share- 
iders who were entitled to be , and to whom the 


report was addressed. In 1927 there was a similar 
balance sheet and arrangements were being made to 
provide enough money to pay the debenture interest and a 
dividend of 5 per cent. This balance sheet was in its 
terms the same as that for the previous year. Under the 
circumstances it was again said that that was a false and 
i ing document. That is, of course, a matter you. 
have to consider.” Continuing, his Lordship said he did 
not know whether there was any other material point. 
that he could usefully refer to. The most vital and 
serious issue was, had the defendants issued a false and 
misleading document ? Was it published knowingly and 
with intent to deceive? That was a question of fact for 
the jury alone, which the most careful considera- 
tion, and it was a q of fact as to which he need 
not remind them again, that the defendants were entitled. 
to mg benefit of the A ge 
r. Justice Wright, continuing his epee . 
reminded the j afte Gach Sieh tins ean eee 
seen from the sheet of 1911, a rather stereotyped. 
or traditional form of balance sheet published by the Royal 
Mail Company, and in later years the same form of balance 
sheet was continued, with some variations. However, 
though that was te be borne in mind, there was another 
matter which the jury might give attention to; it was. 
that, although the chairman had obviously taken an 
active part, not perhaps in the actual preparation of the 
balance sheet, but in the determination of the manner in 
which the accounts of the company should be handled, 
and had actually signed the balance sheet and, therefore, 
made himself responsible for it, he had associated with 
him as colleagues a Board of Directors. edhplecs soomsee 
of the directors, it might well be that if they were ur- 
able men and were cognisant of the circumstances, that. 
was a matter to be taken into account in considering the 
tion of Lord Kylsant. But the directors were not. 
‘ore the Court in any sense as parties or as witnesses,,. 
and it was an elementary principle of justice that no 
opinion, certainly no adverse opinion, should be formed 
against any person who was not actually before the Court 
and in a position to state his case. As to what their 
ition was, the jury might or might not have an opinion, 
it whatever it was, it was not an opinion which could 
be based on evidence. The only evidence as to the 
position of the directors and their actual cognisance of 
these matters relative to the balance sheet, so far as he 
remembered, was, on the one hand, the evidence of Mr. 
Cason, to the effect that he had never heard them discussed 
while he was present—of course he could not speak as to 
what occu while he was not present, and apparently 
he was present when the accounts were before the Board— 
and, on the other hand, there was the evidence of Lord 
Kylsant that the matters were discussed with the other 
directors. In these p the sole question was 
as to Lord Kylsant himself, the jury had to consider 
the position of Lord Kylsant as having signed the balance 
sheet, quite apart from what anyone else might or might 
not have known. He being the only person, apart from the 
accountant, before the Court, he must be responsible for 
his acts, whether they were good or evil. As to the 
balance sheet itself, of course it was obvious to all that if 
a balance sheet was misleading, if it became known to 
the world that the balance sheets of English companies 
could not be relied on, that was a very serious matter 
for the financial affairs and the commercial affairs of this 
country. But again, as he had already pointed out, these 
gene tions were not of value to the jury in determining 


misleading to the knowledge and realisation of Lord 
Kylsant, and if that knowledge and understanding was. 

resent in his mind did he publish it with the fraudulent 

tent which the law required to constitute the offence ? 
Matters of intent were matters which juries had to deter- 
mine in every action of this character. The charge was. 
one of fraud, of fraudulent intent. And in a sense it 
could only be deeided by the jury as a matter of inference 
from a consideration of all the relevant circumstances. 
So far as the other evidence was concerned, there was the 
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“That is the discussion which is relied i? " the | 
order to pay the various expenses and provide the ordinary q 
sundry balances and accounts not closed and differences 4 
owing by the company, including sums owing to bankers, 
of £2,842,440. Its litte puzling to the ordinary person ; 
because there you have put not only debts ‘ 
owing by the company, you have these credits which a 
enn a nes ae Slee anaes 
which you know, so you have ee 
sum moneys held by the company and debts owing by i 
the company. Anyone reading this balance sheet, even = 
if he understood accounts, would be unable to say how 
much was reserve and how much consisted of debts. a 
That was true of the various balance sheets, and is not a q 
point which is specifically complained of, though it has i 
to be taken into consideration when you are determining « 
whether this balance sheet ——_ and loss account is 
on the whole misleading and or not. When you f 
look at the profit and loss account, bearing in mind - 
exactly the position of the company, you find ‘ balance from : 

j 
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the specific questions, namely, whether there was a mis- bs 
leading balance sheet, and, if it was misleading, was it 
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this connection—that if the 
t. a certain remuneration was due to Lord | assumed to know, and must know, all 
Kylsant under his agreement which was in fact collected which were elicited in the course of the 
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circumstance, and it 


% pein Fe en gre ge mean eee ne elt jam algae te esig em hs 
nection with possible motives. Without ente into|two counts as affecting Lo 
any fine analysis, said his Lordship, it was quite obvious | charge must be established beyond any 


might have an intent for which no motive 


were in positions of importance, might sometimes think | been 
of the affairs of a company rather in terms of a group, | from the prospectus :— 


what complex character. it might be a motive that the more than five times over. 


ship might carry on at full sail because he was anxious have been as follows . . .” . 


and lose either his masts or his sails, or both. The 


Coming to the evidence of Lord Kylsant, Mr. Justice | true that these balance sheets did show 
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reputation of the company unimpaired, so far 
because of the guarantee which the Court had 
‘The jury had seen Lord Kylsant in the witness box 


financial position of this company in 
the period which was averaged. It 
instead of averaging, there had been 


z 


not think that on this matter, which was so essentially 
matter for the jury, he could really help them further. profits, and in the following yea 


one element the con- | friend what the position was, so tha 


it, of course, was o 


did he deliberately publish it with the intention of mis- | self, with that information before him, 


serious issue. It not be disposed of by saying that | might turn at any moment, 


weight, if any, they should give to it. The question of ssataen Seti deighateiion  aha-ensniewes as 


Wright did not repeat it in detail, but said that it might | balances, i.c., if one put them down separately, and made 
be summarised, though perhaps very impe » @8/ithe necessary adjustments, after providing for recia- 
tion and interest on the debenture stock, and then divided 
the total so arrived at by ten, one would arrive at the 
average annual balance as being more than £500,000, 


year, yet they gave no true account at all 


had heard his explanations, and had had an opportunity pectus a statement of the profits year by year 
of forming an opinion as to his personal attitude as a/| accrued, it would have presented a very di 
matter of understanding and knowledge ; the Judge did | because in the bumper years up to 1920 and part 
&/there would have n shown a earnings 
rs 


The jury must bear in mind that there were two ques- | shown the state of affairs which the jury 
ng 
themselves whether Lord Kylsant knew and realised| lend money to this concern he would 
that it was misleading. The Dae that he t to have | content with that statement, but he me 
realised 
sideration, if the j thought he ought to have realised | those facts, accurately make his mind as to 
it ; further, if he that it was calculated to mislead, | position of the company, and then, if he thought 


leading and decei the shareholders? It was a very| company had done very badly in some 
at Goa he wan willing to 


wag te Sapp beter owale hart my A Bar yor it was no use being wise after the event, because, of 


by him in , but not collected in 1926, because inquiry which had been necessary in the Court, 
. - , 


that motive and intent paccavanelieasait ts anon if the matter were left in reasonable doubt, then the benefit 
ven, 


On the other hand, a man might have a motive and yet} Mr. Justice Wright then went on to deal with the 
he might not have the intent. In these days of large | prospectus and drew attention to certain , though 
commercial combinations, the leaders of commerce, who | no doubt they had been underlined by jury and had 


as it is called, than in terms of the company itself. That, “ Although this company, in common with other 
prima facie, was an evil, because after all, however many pene bow rer has suffered from the depression 
companies might be associated in a group, and however in the shipping industry, the audited accounts of the 
much they might be under the control of one man or one company show that during the past ten years the 
body of men, still the primary duty in law was as between average annual balance available (incl profits 
the board or the directors and the shareholders of that of the insurance fund), after providing for deprecia- 
particular concern, i.¢., the people who had invested tion and interest on existing debenture stocks, has 
money in that concern. So motives might be of a some- been sufficient to pay the interest on the present issue 


chairman of a concern might feel that he ought to keep “ After providing for all taxation, tion of 
the flag of his company ftying until circumstances became the fleet, &c., adding to the reserves yment of 
such that its flag must be lowered, or, to change the dividends on the preference stocks, the dividends on 
metaphor, there was the old saying that the eaptain of a the ordinary stock during the last seventeen years 


to reach his destination, and might overstep the mark/ Then there was set out a table showing the dividends 

id in those years, and they were set out accurately. 
question of motive, therefore, in a case of this sort, might cr piee Raced beer betes enedaenan teencnanoe te ae Gilt 
be of a very complicated character, and the jury must/ shown in the audited accounts of the company for the 
weigh all these considerations as well as they could. ten years from 1918 to 1927. Of course it was perfectly 


the average annual 


which had been on the down grade, had its | because, of course, the five times over is £500,000. The 
direction and was tending towards the up grade. The | dividends on the ordinary stock were also correctly stated. 
year 1926, Lord Kylsant had stated, had commenced in a/ If the reference to adding to the reserves meant the 
nae See ee fee strike. | published reserves, that again was perfectly true. In 

year 1927, as he had said, was better 1926, and | 1911, when the company was a very much smaller one, 
therefore, even then, in view of the facts of the case, he | the reserves were something like £420,000 in all, whereas 
felt that he was justified in carrying on, although he did| at the later date the published reserves, after taking off 


£150,000 in 1926, were still something like £2,760,000. So 


the 
mere fact of the dividend which might make them think | said was that, though this was true, there was such an 
that all was well ; he had said that he left the exact form economy of truth as to deceive an intending investor ; 
of that information to the accountants, and was satisfied | jt was said that there were the annual balances 
with what t had done. These and other circumstances | shown on the balance and profit and loss account, 
which would be present in the minds of the jury might| and though the dividends referred to were paid year by 
be very material. No doubt it was important to keep the of the actual 
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risk, he could not have complained. The friend might 
have said that he knew what the assets of the company 
were, that he knew that there were these reserve funds, 
and that there was a fleet and investments entered at, 
say, 184 millions, but probably as a going concern worth 
su tially more, and if, with all in his mind, he 
had decided to take the risk, he could not have complained. 
The jury might feel that in a prospectus there ought to 
have been a statement as complete, as fair and as candid 
as that.. There were some provisions in the new Act as 
to what a prospectus asking for subscriptions to deben- 
tures must contain, but they were quite irrelevant here. 


not with the point of honour, but 

a criminal Act. It was true that the form of the pros- 
pectus was approved by the board of directors, and 
although the jury might bear in mind no doubt that the 
form of prospectus was approved by the board, they 
must also bear in mind that they were dealing with the 
actual responsibility of Lord Kylsant alone. Lord 
Kylsant said that he had consulted his Solicitor and 
Counsel as to whether the prospectus was sufficient or 
correct. Perhaps he was thinking of the possibility of 
civil proceedings. Perhaps this advice was taken because 
he had been anxious not to deceive or defraud anybody, 
but there was the fact that these measures were taken. 
No doubt he had personally subscribed to this issue and 
was allotted some debentures, That was forward 
as showing that whatever he had done was in good 
faith. The issue, as the jury knew, was over-subscribed. 

After reading a from the evidence of Lord 
Kylsant, Mr. Justice Wright said he did not consider that 
it was necessary to go through it in full. The jury had 
heard it all and they no doubt remembered what im- 
pression it had made on their minds as a whole. With 
regard to the issuing of the prospectus, Lord Kylsant had, 
of course, certain material as to what were the considera- 
tions which might have had some influence in determining 
that issue at that time. They knew that there were a 
number of letters about an overdraft and in addition Lord 
Kylsant had indicated that it was desirable to provide 
additional eapital for the new freehold building which 
was being erected and for the general pu of the 
company. They had heard in some detail the history of 
how the prospectus developed. The original form had 
been put before them showing certain blanks which had 
afterwards been filled in with figures taken from the 
printed accounts. Of course they now knew how those 
figures were arrived at and how the ave: were struck. 
There had been some question about the arrangement 
and the annual figures. If what was intended had been 
to publish the yearly profits, year by year, in the pros- 
pectus that would, of course, have given the investor a 

deal of information which he would not have had 
the form in which the gs «em was published. There 
had been reference to . Morland’s assistants, and of 
course all those inquiries which he was initiating would 
have been most relevant and the investor would have 
had a —_ of information about which he could not, 
his Lo p ined, serge d have complained. But 
that was not the form which the prospectus took, and it 
appeared that even if the figures of Mr. Morland’s assistant 
had been adopted, still the average would not have come 
out any different, or at any rate not substantially different. 
It was obvious that if you took an average you might 
within the period during which that average was taken 
have very diverse figures. “I should imagine,” said his 
Lordship, “I do not know, but one learns, if I ever 
think of investing on a prospectus, in the future I shall 
look very shyly indeed at any reference to averages. 
Indeed I am not sure if under the new Act such a thing 
could be done.” 

His Lordship, after detailing alterations which were 
made in the course of the preparation of the prospectus, 
reminded the jury of the form in which it was finally 
issued. The issue, as they would remember, met with 


very considerable success. ‘“* Well, now, of course,” con- 
tinued the Judge, “* as a statement of the real position of 


|¢reacherous deceit in order to defraud ? 


those cases difficult, but not impossible, 


that, though it stated every fact accurately, fact b 
yet the true effect of what was given might be held. 
completely false and co: misleading. That 
might be achieved by a man acting with the 
intentions who, while his mind was fixed on the object 
of floating the issue, and while he was in a sense thinking of 
what was the best way to achieve that object, was not 
inking and was not conscious that he was going to 
mislead people or that he was going to induce men to 
subscribe under a representation that was completely 
false and com delusive. That man might have 
said to himself, “I will tell the facts quite fairly and 
accurately, and then I can quite honestly leave the person 
who reads the prospectus to make up his mind.” All 
the time this man might have no consciousness that he 
was do anything that was not right. If he was 
under a obligation to disclose relevant facts 
he might be open to a civil action. In that Court, how- 
ever, they were not concerned with civil liabilities ; they 
were concerned with the offence stated in the indictment. 
It was set out as “ circulating or publishing a certain 
written statement, to wit a prospectus, inviting the public 
to subscribe to an issue of 5 per cent. debenture stock in 
the Royal Mail Steam Packet Company which he knew to 
be false in a material i in that it concealed the 
true position of the company with intent to induce 
persons to entrust or advance property to the said com- 
a. That accusation meant that the person concerned 
udulently with wicked intent deliberately published 
that with the wicked design of defrauding. t again 
was a question entirely for the jury. Did they think that 
the document before them was a document which by 
accident or design innocently or criminally did mislead 
people ? Did they think that people did invest on the 
ith of that document in the belief that it contained all 
that it ought to contain, whereas if they had been told 
the true facts they would not have put money into this 
concern? Were they of the opinion that people would 
have wanted some tee of the earning capacity of 
the company ? The debenture holder, as they knew, was 
secured on the assets, but the ordinary man did not think 
of that. He simply wanted an investment which was 
secure and was likely to yield him an income year by year 
out of the assets of the company. It was common sense 
they might think in the circumstances that a man would 
not invest in a company at a time when it had a record of 
unfortunate working for some years _— however much 
it might have had a special credit to keep it going and to 
provide dividends. The jury had got to go r than 
that, and they had to consider very anxiously if, assuming 
they were satisfied that it was in truth and in fact a 
misleading document, was it deliberately put together with 
the intention of stating certain thi and not stati 
other things so that anyone reading what was stated 
without knowing what was not stated would be deluded 
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and deceived as to the true nature of the company ? 
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the ap oe | this prospectus does leave eg peed much 
to be desired if the investor was to make up his own mind ‘ 
on the actual facts. It does look as if it was carefully 2 
arranged and carefully 7 pee so as to put the best 
face on the position to do so by stating a series of 
matters each one of which was strictly accurate. But “- 
certain relevant facts which were crucial if the investor 
was to know the true position of the company—for 
example, the circumstances under which the dividends 
had been paid during all those years, the use of reserves * 
which had been built up, the possibility of the guarantee ‘ 
under the Trading Facilities Act not being renewed, and 
Was & VIEW a5 LO WHAL Was lair, he might almost say |80 forth—these and other matters were not stated.” 
as to what was honourable, but the jury had to deal | Here in the jury had to consider, was the form which 
was’ alopted: call whieh thay GAA think ened be _ 
reticence, deliberately adopted with an intention to 
deceive ? Was it not merely a case of prudent and well- . 
advised reticence, or a case of malignant and wicked and j 
This was one of a 
which had 
} occurre rom time to time in © course of company 
| transactions, where a document had been put forward in 
order to be acted upon, and put forward in such a form 
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would bear in mind that it was not always possible 
be wise until after the event. On the other hand, 
they would consider whether there were at this time such 
reasons for obtaining further money as to form a motive 
for deceit. Still even that would not be enough. They 
must be satisfied before they could find a verdict against 
Lord Kylsant, not only that there was a motive, but that 
there was absolute deliberate and criminal intention to 
obtain from the investor money which he would not have 
parted with if he had known the true facts. It was not a 
woe of whether what was done was strictly honourable. 
t was a question of whether the offence which was com- 
mitted under the particular penal section which had been 
cited and which carried with it in the event of conviction 


was to i the 
execution of the design of committing the offence. In the 
old days a man could not be charged with ai and 
abetting until the principal offender had been convicted. 
One could not be charged with ay Sage abetting some- 
thing which the other man did not do. If Lord Kylsant 
did not commit the offence with which he was 

then the question of aiding and abetting could not arise 


essential to the principal for the commission of the crime 
without any consciousness that he was aiding an offence. 


there was any communication between a Fp 
offender and the man who was charged with aiding and 


abetting, because if the second man had deliberate purpose 
in assisting, if he did something which assisted the principal 
and if he knew that the principal was engaged in com- 
mitting the offence, then the charge of aiding and abett 
made out. Here again in the case of Mr. Mor. 


f 


—————— 


the jury must be satisfied that the statement which he 
signed was false and false to his know » was published 
by him with knowledge of its falsity, with an appreciation 
of its falsity, and with the intention that it should deceive 
the shareholders. 

There were many differences, of course, on any view 
of the case between Mr. Morland’s position and that of 
Lord Kylsant. Mr. Morland was an accountant and the 
auditor of the company. He had the accounts put before 
him, but not until they had passed the Court of Directors, 
He had nothing to do with the preparation of the 
and nothing to do with the declaration or decision to 
declare dividends. He had nothing to do with the general 

licy of the company. He had no knowledge—ex 
fnciden with regard to the Meat Transport—of 
subsidiary companies and their tion. All he knew 
was the dividends which from t to time he had to 
deal with as representing the profits coming from those 
companies. He had, so far as could be seen, no motive 
at all for deceitful intention. 

But of course, said his Lordship, it might be said 

inst Mr. Morland that he did in add the sanction 
of his name as auditor to a document which, taking those 
two years 1926 and 1927, was false and misleadi 


less than what could be expected 
duty of a conscientious, careful auditor. He had to come 


ho acco to his skill and understanding to the 
concl that the accounts of the company presented a 
true state of the company’s accounts. t was what he 


signed—that it was a true and correct view of the com- 
pany’s affairs. If he was not satisfied that he could give 


. | that certificate, his duty was either to qualify that certifi- 


cate or to ask to have the accounts altered in such a way 
that he could them without qualification. 
obvious enough that in the year 1926, when the accounts 
for 1925 were being dealt with, he was not satisfied with 
the position, because he thought that some words ought 
to be added to intimate to the shareholders that moneys 
which were being used were being used in order to produce 
the balance which That being so, it was 
admitted that without some qualification in some form or 


Plender had turned into plain 
had said that that had satisfied his 


character of the balance sheet and profit and loss account 
without those words. If he was right in that, if he dis- 
charged his duty sufficiently and properly, it seemed that, 
of the matter, there was an end of the case 
against him, and he was not guilty. If, on the other hand, 
was wrong in this sense, that in a civil action against 
wing due care and skill, he would be held 
le as a defendant because he had broken his duty 
had not discharged his office, then again his liability 
uld be a civil liability. That was assuming i 
him that he ought to have done something else and taken 
some more drastic, some more effective steps in order to 


discharge his duty sufficiently and properly. It 

well be that an auditor in his ition, standing as he 
between the directors and the shareholders to protect 
the interests of the shareholders against any possibility 


on the skill and the j t and the honour of 
accountants. It may well be that on occasion t 
error of judgment one of them may fail to do all that 
requirements of his high office demands. But again we 
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consequences which inevitably flowed from conviction ; 
under criminal law. 
; ie See eee eee oe Se net Olek ony wants 
purpose would be served by his going over the evidence 
at great length. The issues before the jury were a matter 
nD ge meg and they would bear in mind what he had 
said a ee Oe See one oe Sree ee 
made out beyond reasonable doubt. It had been said 
that certain accounts which had been mentioned were 
themselves misleading and known to be so, und that the 
use of them in the prospectus would be some mark of he had pointed out in another connection, however, it 
illegal intent. It was quite obvious that that was, letter| was not a question of whether or not Mr. Morland did 
by letter, and word by word, an accurate document as 
far as it went, and it could only be found a basis for a 
charge of fraud if they were satisfied that there was 
a deliberate and wicked and criminal intent to concoct a 
false document. 
The charges with which Mr. Morland was concerned, they 
would remember, had to be dealt with quite tely 
They must keep their minds in somthing his 
: definitely clear from any matters of which they had heard 
which were peculiar to Lord Kylsant and which did not 
apply to Mr. Morland at all. He would direct their 
attention to the words of the indictment which alleged 
that Mr. Morland had “ aided and abetted, counselled or 
procured the said Owen Crosby Philipps, Baron Kylsant 
of Carmarthen, to commit the said offence.” This meant 
that the charge against him was that of aiding and 
abetting, which was different from a charge of conspiring 
with Lord Kylsant to commit the offence. In a charge another, he ought not to give a certificate, and the 
actual agreement between the two men who were accused. | jury must almost be tired of hearing about—adjustment 
In the case then before the Court aiding and abetting pre- | Of taxation reserves. Those were the words which Lord 
epi an tence, ed teen coe, =| rs Meas 
alleged that the accused man with knowledge that the bts. He thought 
offence was bei committed aided and abetted—that| then that he had done enough to cure the defective ms 
oft 
of th 
the 
must 
grav 
respec 
the ; 
These matters, so far as Mr. Morland was concerned, only | = 
arose in that event. Of course, if the jury were satisfied oon 
that Lord Kylsant was guilty on the main charge against de 
him in the first and second counts of the indictment | | ~~ 
then they could go on and consider whether Mr. Morland bring to the mind of the shareholder the true position 
with guilty intent, knowing what Lord Kylsant was the company’s affairs. It might be that he did not Th 
doing, and knowing his guilt and wickedness, was aiding fairly 
and abetting him in committing the crime. A man = 
migh t aid and abet in committing crime and yet do so a 
te innocently, not knowing t he was doing any- ; | 
Shin of the sort. He might do something that was of their being misled by the directors—it might we you : 
that he took an imperfect view, an inadequate view of the inten 
very grave duties which rested upon auditors. ta 
7 _ a “ The lession of accoun , as you know,” said ~ 
Mr. jostle Wright «is pcg: Pad ee and very with 
honourable, and a very essential profession in the es 
commercial affairs of this country. Great trust must be — 
ways 
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are not concerned here with any question of civil liability 
or breach of duty. What you have to determine is whether, 
assuming that Lord Kylsant was guilty ffence, 
there was any deliberate and conscious act on the part of 
Mr. Morland in carrying out that design by putting his 
hand to a certificate which he knew was not justified by 
the facts and he knew did not correspond with his duty.” 
The prosecution alleged that the true and accurate view 
of the state of the company’s affairs was not given. Did 
Mr. Morland know that and did he give the statement 
which had been published currency validity by means 
of his certificate, and did he do so with criminal and 
wicked intent ? 

Three accountants had said in the witness box that they 
would have signed the certificate in the same form. He 
(his Lordship) supposed that they would say yo | 
would do so, under the same circumstances as Mr. Mor ‘ 
It might be so, or not; he did not know. He was quite 
sure that they believed what they had said, but that did 
not relieve the jury of deciding whether the certificate was 
one which Mr. Morland ought to have signed if he really 

iated his duty. They would have to say to themselves, 
did he a that he was doing something wro l, 
or did he honestly believe that he had discharged his duty 
by putting into the balance sheet those mystic words ? 

Supposing that Mr. Morland honestly thought that 
that was enough, the jury on any view of the case would 
not find him guilty of ulent intent. However 
mistaken a man might be, however unfortunate the 
consequences of his mistake might be, that did not con- 
stitute a criminal offence or criminal intent. His Lordship 
said he had looked thro Mr. Morland’s evidence very 
carefully and he did not think that he could help the jury 
by going t h it at any further length. would 
recc that Mr. Mo did not dispute that he was 
not satisfied with the accounts for 1925 in the form in 
which they were presented to him. “I shall simp! 
leave the matter there with you,” said his Lordship, 
nape Eally Paull ret fae pam cp bowed wane 
previous occasion, that in a Criminal Court jury have 
to be satisfied beyond reasonable doubt of the guilt of 
the person who is . That is the cardinal rule of 
British justice and in a Court of Law the riles of British 
justice afd only those rules are the dominating feature.” 

In a Court of Law the jury could not cast their eyes 
,outside on other considerations. Their duty had to be 
performed truly and unflinchingly according to the 
evidence and with no other consideration than to decide 
justly according to their skill and understanding. Bearing 
in mind that and bearing in mind what he had said, they 
would proceed to their duty. 

“If you are satisfied beyond all reasonable doubt of 
the guilt of either of these defendants on any one or more 
of t counts you will not be deterred by considering 
the consequences—very serious consequences—which 
must follow from your verdict. In a Court of Law in a 
grave matter of this sort the jury have a very serious 
responsibility which may be of the utmost importance in 
the affairs of this country and in the commerce of this 
nation. But again, though that is so, you will not shrink 
from doing what is right and proper ; on the other hand, 
you must be satisfied before you come to any verdict 
against either of these defendants in this case.” 

This concluded his Lordship’s summing-up. __ 

The jury retired to consider their verdict, and after a 
fairly long absence they sent a note to the Judge. He 
directed that the jury should return to the Court. The 
Judge told them that it was necessary that their note 
should be read in open Court. He added, ‘* The question 
you ask is referring to the words of the indictment * with 
intent to deceive the said shareholders.’ The question 
you ask is whether that intention must be fraudulent. 
You add, ‘You cannot visualise an intent to deceive 
Without it being fraudulent.’ Neither can I. The intent 
must be fraudulent. The essence of the case is fraudulent 
intent to deceive. You cannot intend to deceive unless 
you have fraud in your mind. The two things are different 
Ways of expressing the same thing, or rather the word 
fraudulent is a more compendious way of expressing an 


Yian issue 


intent to deceive. Archibald gives a sort of head note or 
side note to sect. 84, ‘Publishing fraudulent statements.’ 
Then it goes on, ‘ Whosoever, being a director, publishes a 
written statement or account which he shall know to be 
false in any material particular with intent to deceive 
or defraud any member, shareholder, or creditor.’ The 
essence of that section is that the statement should be 
fraudulent and the various expressions are merely ways 
of defining the particular fraud which the section con- 
templates. Therefore the answer to your question is, 
the intent must be fraudulent. The answer which I 
believe is used in other cases is in the affirmative. 

The jury again retired, but subsequently were recalled 
by the Judge, who said that he had misread the note 
which they had previously sent to him. He had pre- 
viously read it, ““ You cannot visualise an intent to 
deceive without it being fraudulent,” whereas the jury 
had written, “ You can visualise an intent to deceive 
without it being fraudulent.” An intent to deceive 
necessarily involves a fraudulent intent. 


Verdict. 
The jury again retired and finally returned to the Court at 
6.30 p.m., after being absent in all for nearly three hours. 
Replying to the Clerk of the Court, the foreman of the 
jury stated that they found Lord Kylsant and Mr. Morland 
not guilty on the first and second counts of the indictment. 


On the third count of the indictment they found Lord. 


Kylsant guilty. 

The Judge said that Mr. Morland might be discharged, 
and he then left the dock. 

In passing sentence on Lord Kylsant, the Judge said : 
Lord Kylsant, the jury have found you guilty on the 
third count of this indictment, which charges you with 
making, circulating, or publishing a certain statement, 
namely, a P us, inviting the public to subscribe to 

of debenture stock in the Royal Mail Steam 
Packet Company, which you knew to be false in a 
material particular, in that it concealed the true 
position of the said company, with intent to induce 
persons to entrust or advance property to the said com- 
pany. You have held very high itions and have had 
an Bart career, but the offence with which you 
have been found guilty is one which cannot ad gmp 
as other than very grave and very serious, especially in a 
commercial community, and especially having regard to 
the fact that it was committed with reference to a pros- 
pectus on which members of the public were invited to 
subscribe their money. I do not wish to say anything 
further. It is my duty, in circumstances of this sort, to 
decide and to state what I consider the appropriate 
sentence, because some sentence I must pass as I am in 
duty bound for the offence which you have committed. 
I feel that I ought to take the most lenient view possible 
having regard to your past career. Indeed any sentence 
I may pass may be the least part of the punishment which 
will befall you. The sentence of the Court is that you 
be kept in prison in the second division for twelve montiis. 

Sir John Simon intimated that an appeal would be 
lodged, and suggested that Lord Kylsant should be 
released on bail. 

His Lordship replied that he had been told that it 
was not a matter within his jurisdiction. A Judge would 
be sitting in the High Court the following day, who could 
deal with the application. it was most unusual, although 
not unprecedented, for bail to be granted under such 
circumstances. 

Sir John Simon said that application would be made 
elsewhere the following day, and added that the — 
would relate to the very important question of the 
construction of the section. That was a question of law. 
No leave to appeal was therefore required. He asked the 
ate. however, to grant him a certificate which he 
would need if he raised matters which might be regarded 
as both law and fact. 

The Judge replied that it had not been his practice to 
grant certificates, and ee that the application 
should be renewed before him the following morning in 
the High Court. 
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APPENDIX. 
The following are copies of the Company's separ for the years 1926 and 1927, and of the Prospectus issued 
in June, 1928 :-— 
4 _GENERAL BALANCE SHEET AS AT DECEMBER Bist, 1926. 
a ehh a a — Roy 
LIABILITIES. ASSETS. Issued 
£ s. d. £ s. d. a. we 5% 
Capital Authorised by | Book value of Fleet, Investments in Allied a 649 
Royal Charter .. 25,000,000 0 0 | Shipping Companies, and in other Ss 
— and paid up: — Allied Companies “6 - 17,019,442 14 19 Ord 
> Preference Stock 900,000 0 0 Premises at home and abroad es -» 1,468,500 © 9 
afk, Cum. Pref. Plant, &c., at home and abroad . ™ 39,000 @ o pReserve 
Stock .. 2,900,000 0 0 Stock of Coal ‘ “ 22,581 5 ¢ | insuranc 
Ordinary Stock -- 5,000,000 0 0O Stock of Naval and Vietualting § Stores a 87,004 4 7 
8,800,000 0 0 | Unexpired Insurances a bs 15,892 8 8 
Reserve Fund .. is 1,450,000 0 O Sundry Investments 278,568 2 5 
Insurance Fund me 1,300,947 7 8 | Freights, Mail tad &e., under "colle: 4% Del 
2,750,947 7 8| tion ; . - 149,681 19g 5% Deb 
——__—_————_ | Pending Voyages sik pie se oe 130,783 1 7 _Debentu 
11,550,947 7 8| Debts due to Company .. 285,385 4 7 § Divide 
43% Debenture Stock Or Lae 1,400,000 0 0 Cash Balances, Bills Receivable, Balances 1928 (: 
5% Debenture Stock .. 3,100,000 0 © in hands of Agents, and Accrued t Interest Dividend 
Debenture Interest and Preference | on Investments .. ‘ ‘. 434,087 7 2 GBills Pay 
Dividends, less tax due January Ist, Sundry | 
1927 (since paid) . & 180,600 0 0. and D 
Dividends unclaimed at date dna 1,554 15 11 | (includ 
Bills Payable .. 588,550 138 1) £428, 4: 
Sundry Balances, Accounts not closed 1 Profit an 
and debts owing by the Company 
(including loan from Bankers of | 
£464,712 18s. 8d.) .. os oe 2,842,440 17 9 
Profit and Loss Account os - 266,782 9 2) —_— 
There 
£19,930,876 3 7 £19, 930, 876 & 7 ( 
I (] 
There are = eontionsat liabilities amounting to “4, 188, 193 14s. 7d. for guarantees undies the Trades Facilities Acts ( 


and bills under discount of a Subsidiary Company and in respect of uncalled capital on investments. 
(Signed) KYLSANT, Chairman. 
* (Signed) WD. 1, CONRADI, Secretary. 


I report that all my requirements as Auditor have been complied with, and that I have compared the 
foregoing Balance Sheet with the books of the Company. In my opinion, the Balance Sheet is properly forego 
drawn up so as to exhibit a true and correct view of the state of the Company's affairs as shown by the ore 
books of the Company. I have verified the Bank Balances, and have inspected the Securities held for the peeks 
Investments, which are valued under cost. - 
Lonpox, May 11th, 1927. (Signed) H. J. MORLAND, Auditor. y 
PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED DECEMBER 8lst, 1926. 
£ s. d. £ sd, S.- -e a, £ s 4. Bt Inter: 
To Interest :-— By Balance from 1925 -. 204,956 13 4 On 4} 
On 4}$% Debenture Less Dividend ee" in On 5° 
Stock 63,000 0 0 June, 1926 . 150,000 0 0 
On 5% ditto . .. 155,000 0 0 ———-——— 144,056 18 49. inter 
————_ 218,000 0 0 ,, Balance for the year, in- . ; Divid 
,» Interest and Discount .. 55,209 17 6) cluding Dividends on warty 
,»» Dividends :— Shares in Allied and 64° 
5% on Preference Stock 45,000 0 0 other Companies, ad- § 
63% on Cum. Pref. justment of Taxation » Surph 
Stock : 188,500 0 0. Reserves, less Depre- C 
,. Surplus in picnaies of the ciation of Fleet, &c. .. 439,212 12 1 2% 
Company :— » Rents of Properties .. 38,906 6 0 x 
Proposed to be paid : » Transfer Fees .. oe 41615 38 oO 
on Ordina Gueesemmesibsponie 
% ry Pro 
‘Stock z 200,000 0 0 | y, Transferfrom Reserve Fund .. == 150,000 0 0 3 
and to be carried for- 
forward... -- 66,782 9 2 al 
————— _ 206,782 9 2) 
£773,492 6 | £773,492 6 8 
| 
} 


~ ROvAL MAIL House, Bid 
Moorcate, Lonpon, E.C.2. 
May 11th, 1927. 
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a GENERAL BALANCE SHEET AS AT DECEMBER 3ist, 1927. 
LIABILITIES. ASSETS. 
£ s. d. £ s. d. £ s. d. 


Dividends, less tax due acre _ 


1928 (since paid) . 180,600 0 0— 
Dividends unclaimed at ‘date 1,875 711) 
Bills Payable 658,124 16 8) 


Sundry Balances, Accounts not closed 
and Debts owing by the Company 
(including Loan from Bankers of 
£428,484 8s. 3d.) a 


mf 2,257,069 19 11° 
Profit and Loss Account 


223,162 15 7 


£19,382,088 1 9 £19,382,088 1 9 


] 


There are contingent liabilities as follows :— 
(a) Guarantees under the Trades Facilities Acts and bills under discount of a Subsidiary Company 
amounting to £3,353,959 8s. 6d. 
(b) £1,655,590 uncalled capital on investments 
(c) Guarantee in respect of capital and dividend on 5,000,000 Preference Shares of the White Star 


Line, Limited. 
(Signed) KYLSANT, Chairman. 
as (Signed) D. IL. CONRADI, Secretary. 
I report that all my requirements as Auditor have been complied with, and that I have compared the 
foregoing Balance Sheet with the books of the Company. In my opinion, the Balance Sheet is —- 
drawn up so as to exhibit a true and correct view of the state of the ere or ght affairs as shown by the 
books of the Company. I have verified the Bank Balances, and have inspected the Securities held for the 


Investments, which are valued under cost. 
Lonpon, May 9th, 1928. (Signed) H. J. MORLAND, Auditor. 


_ PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED DECEMBER &3lst, 1927. 


£ s. d. £ s. d. | £ s. d. £ a 4. 


» Interest :— | By Balance from 1926 -. 266,782 9 2 
On 44% Debenture Stock 63,000 0 0 Less Dividend paid in 
On 5% ditto 155,000 0 0 June, 1927 -- 200,000 0 0 
————_ 218,000 0 0 ———-_ 66,782 9 2 
” orem and Discount .. 29,412 11 11) ,, on for the year, in- 
» Dividends : cluding Dividends on 
5% on Preference Stock 45,000 0 0) Shares in Allied and 
64%, on Cum. Pref. other Companies, ad- 
Stock 188,500 0 0 justment of Taxation 
» Surplus in favour of the Reserves, less Depre- 
Company ciation of Fleet, &c. .. 697,456 0 3 
2% Dividend paid in | » Rents of Properties 39,361 16 10 
November, 1927, on | 9» Transfer Fees .. ae 475 1 8 
Ordinary Stock .. 100,000 ‘0 0 787,292 18 4 
Proposed to be paid : 
8% on Ordinary 
é< 150,000 0 0 
and to be carried 
forward .. 73,162 15 7 
$28,162 15 7 
£804,075 7 6 £804,075 7 6 
———S 


Roya Matt Howse, 
Moorcate, Lonpon, E.C.2. 
May 9th, 1928. 


Authorised | Book value of Fleet, Investments in Allied 

Royal Charter .. £25,000,000 0 0 Shipping Companies and in other 
and paid up - | Allied Companies ee 16,366,642 14 10 
5% Pref. Stock. i 900,000 0 0 | Premises at home and abroad .. 1,506,360 0 0O 
64% Cum. Pref. Plant, &c., at home and abroad 81,000 0 0O 
Stock +» 2,900,000 0 0 | Stock of Coal ° 20,155 7 11 
Ordinary Stock 5,000,000 0 0 Stock of Naval and Victualling Stores . + 69,647 2 2 
8,800,000 0 © Unexpired Insurances is 12,224 0 8 
Reserve Fund .. 1,450,000 0 0 Sundry Investments A 352,559 6 O 
Insurance Fund 1,311,755 1 8 | Freights, Mail Money, &e., under collec- 
2,761,755 1 8. tion oe ° 148,988 13 2 
Pending Voyages oe 157,872 17 3 
11,561,755 1 8) Debts due to the Com 411,082 11 6 

4% Debenture Stock os oe 1,400,000 © © Cash Balances, Bills Receivable, Balances 

5% Debenture Stock .. ° 3,100,000 0 0 in hands of Agents, and. Accrued 
Debenture Interest and Preference , Interest on Investments 310,605 8 8 
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PROSPECTUS. 


THE ROYAL MAIL STEAM PACKET COMPANY. 


CaPITaAL AUTHORISED By Royat CHARTER, £25,000,000. 


Capital Issued and Fully Paid .. -. £8,800,000 
44% Debenture Stock .. ag ++ £1,400,000 
5% Debenture Stock (not including 
present issue) “m ate -» £38,100,000 
Reserve Fund oe £1,450,000 
Insurance Fund £1,811,755 
IssuUE OF 
£2,000,000 
FIVE PER CENT. DEBENTURE STOCK AT THE 
PRICE 
of £92 10s. per cent. 
payable as follows : 
On Application 5 per cent. 
% otment ee ee ee es 5 - 
» July 25th, 1928 re os o> ae 
» September 19th, 1928 ct oo: ae — 
» October 17th, 1928 .. ee -- 80 pa 
924 per cent. 


Applications must be made in multiples of £10. 

Payment in full may be made on Allotment, under 
discount at the rate of 5 per cent. per annum. There- 
after payment in full can be made at any time under 
discount at the same rate as at the due date of the 
instalment following date of payment in full. 

Scrip Certificates will be issued in exchange for Letters 
of Allotment as soon as practicable after allotment and 
will be exchanged for registered Debenture Stock Certi- 
ficates after the date of payment of the final instalment. 

The Stock will be issued in multiples of £10, and after 
registered Stock Certificates have been issued will be 
transferable in any amount not involving a fraction of £1. 

Present Stockholders will receive preferential allotment 
if they apply on the special coloured form provided for 
the purpose. 
Interest will be payable half-yearly, on Ist January 
and Ist July. A first interest payment of £1 15s. per 
cent. (less Income Tax) will be made on Ist Jan A 
1929, after which the Stock will rank for interest eq 
with the existing 5 per cent. Stock. 

The Company may at any time redeem the whole or 
any part of the Stock at oneness eee ee 
notice to the Stockholders, otherwise the Stock 
becomes redeemable only when the security created by 
the undermentioned Trust Deeds becomes enforceable. 

This Stock forms part of an authorised issue of Stock, 
equal to the issued and paid-up Capital of the Company 
for the time being ranking subject to and immediately 
after the First Debenture Stock of the Company. The 

resent issue of Stock will be secured by a Supplemental 
Trust Deed in favour of Trustees giving a charge by 
way of floa security upon undertaking, prope 
pon assets of the Company, including uncalled Capi 
subject only to the charge thereon created by the 
Deeds for securing the First Debenture Stock for the 
time being issued which is not to exceed two-thirds of 
the paid-up Capital for the time being of the Company. 
The Trust Deeds securing the Stock of which the present 
issue forms part contain a provision prohibiting the 
Company, except as mentioned below, from creating any 
general charge upon its undertaking or nes ged or from 
issuing —- Debentures or Debenture S , or creating 
any specific 


mortgage or charge upon any of its shi 
in priority to or pari passu with the Debenture Stock. 
The right is reserved to the Company of creating and 
issuing from time to time further Debenture Stock ranking 
pari with this Stock to a total amount (including 
the £3,100,000 now issued and outstanding and the 


present issue) not ex the issued and paid. 
Capital for the time being of the Company. The right 
is also reserved to the Company from time to time to 
issue further First Debenture Stock, in priori 
to the Second Debenture Stock to an amount (incl 

the £1,400,000 already issued) not exceeding two-thirds 
of the paid-up capital for the time being of the Company, 


PROSPECTUS. 

The Company was established by Royal Charter in 
1839, and its powers have been extended by subsequent 
Royal Charters oe in the years 1851, 1882, 1904, 
1912 and 1920. Under the Charter of 1904 it is stipulated 
as a cardinal principle of the Company that it is to be 
and remain under British control. 

The object of this issue is to provide additional Capital 
for the new Freehold Building, Royal Mail House, Leaden- 
hall Street, London, E.C., and for the general purposes 
of the Company. 

The Company has issued no Debenture Stock since 
November, 1914. 

The combined fleets of the Royal Mail Steam Packet 
Company and of the Shipping Companies of which the 
Royal il Steam Packet Company holds all the Stock 
or Shares consist of 116 steam and motor ships, including 
new vessels under construction, with an approximate 
er register tonnage of 798,454 tons, whilst the com- 

ined fleets of the other Shipping Companies closely 
associated with the Royal Mail Steam Packet Company 
and in which it is largely interested, represent a further 
gross register tonnage of 1,963,515 tons, making an 
aggregate total of 2,761,969 gross register tons. Many 
of the ships are fitted with refrigerating machinery for 
the carriage of chilled and frozen meat and other 
perishable products. 

The interest on the present issue of Debenture Stock 
will amount to £100,000 per annum. 

Although this Company, in common with other 
Shipping Companies, has suffered from the depression 
in the shipping industry, the audited Accounts of the 
Company show that during the ten years the average 
annual balance available (including profits of the 
Insurance Fund), after providing for depreciation and 
interest on existing Debenture Stocks, has been sufficient 
to pay the interest on the present issue more than five 
times over. 

After providing for all taxation, depreciation of the 
fleet, &c., add to the Reserves and payment of 
dividends on the ference Stocks, the di nds on the 
Ordinary Stock during the last seventeen years have 
been as follows :— 


Year ended December 3ist, 1911 .. &z -- 8% 
- “ “A “a ee 
” ” ” ” 1918 .. oe oe 6% 
” ” ” »  1014.. os —— 
” 9 ” ” 1915 ** @# ** 6% 
° - @ ~ RES <- 33" ee 
” ” ” ” 1917 .. * o* 7™%, 
” ” ” ” 1918 .. * ** ™% 
” ” ” ” 1919 . 8% 
” ” ” ” 1920 .. . 1% 
%” ” ” ” 1921 * 6% 
99 ” ” ” 1922 . 6% 
” ” ” ” 1923 . 6% 
’ ” ” ” 1924. 6% 
” ” ” ” 1925 . 5% 
” ” ” ” 1926 .. 4% 
” ” ” ” 1927 .. ° ee 5% 
A brokerage of £1 per cent. will be paid by the Company 


to Bankers and Stockbrokers in respect of all allotments 
made to the public on application forms bearing their 
stamp. 

Applications on the Form accompanying the Prospectus 
should be forwarded to the Bankers, together with the 


deposit of 5 per cent. 
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If no allotment be made, the deposit will be returned 
in full. Should a partial allotment only be made, the 
surplus deposit will be appropriated towards the amount 
due on tment, and any balance will be returned. 
Interest at the rate of 7 per cent. per annum will 
be charged on all overdue amounts. Failure to pay 
any instalment on Stock allotted when due will render 
the allotment liable to be cancelled and all previous 
payments made in respect thereof liable to forfeiture. 


Copies of the Royal Charter granted to the Company 
in 1839, of the supplemental Royal Charters granted in 
1851, 1882, 1904, 1912 and 1920, of the Trust Deeds 
securing the Debenture Stocks already issued, and of 
the draft ne Trust Deed to secure the present 
issue, may seen between the hours of 11 a.m. and 
4 p.m. at the Offices of the Company’s Solicitors, Ashurst, 
Morris, Crisp & Co., 17, Thro; rton Avenue, London, 
E.C., on any day while the Subscription List remains 
open. 

Prospectuses and Forms of Application may be 
obtained at the Offices of the Company, Royal Mail 
House, Moorgate, and Atlantic House, Moorgate, London, 
E.C., America House, Cockspur Street, London, S.W., 
and at the Offices of the Company in Southampton, 
Liverpool, Manchester, Birmingham, Cardiff and Glasgow, 
or from the Bankers and Brokers of the Company. 


INDUSTRIAL AND PROVIDENT 
SOCIETIES’ REPORT. 


— —+— 


The following are extracts from the Report of the 
Chief Registrar of Friendly Societies for the year 1929 :— 


DEFALCATIONS., 


(1) Defaleations involving a total loss of £8,107 were 
shown by the Blackburn (Amalgamated) Co-operative 
Society, Limited, and a cashier in the society's share 
capital department received a sentence of three years penal 
servitude for these frauds, which had been covered up by 
withdrawals of share capital under fictitious names. The 
frauds were discovered accidentally as the result of the 
auditor delaying his checking of the additions on the list 
of balances abstracted from the share ledger accounts. 
At the first quarterly audit in 1928, the auditor found that 
individual items had been altered, resulting in disagree- 
ment of the totals on the abstract sheets. The frauds had 
extended over a period of four years and had the auditor 
completed this audit as early as in previous quarters the 
frauds doubtless would have continued even longer. At 
past audits the defaulter had taken the precaution not to 
erase from the abstract lists the fictitious ledger balances 
until after the auditor had checked the abstract totals. 
The auditor admitted that he had not for some time 
checked the individual postings to the share ledger, and 
cannot have made proper inquiries as to the system of 
internal check. Had he done so he must have discovered 
that the defaulter for some considerable time not only 
acted as a cashier, but had been allowed to make all ledger 
entries involving his own cash transactions and receipts—a 
most undesirable practice. It should be mentioned that 
the return for 1928 as submitted to this office contained 
a clear audit certificate, and that it was only as the result 
of lengthy inquiries addressed to the chairman of the 
society and the auditor that the Registrar became aware 
of the facts notwithstanding that a special committee of 
inquiry had been appointed by the society’s members to 
“investigate the system of book-keeping and auditing 
which had permitted such irregularities.” The society 
recovered nothing in respect of the defalcations, but has 


since reorganised the whole of its staff, has instituted a 
proper system of internal check, and in addition has 


changed its auditor. 


(2) Serious irregularities were discovered in 1928 
involving the Poynton and Worth Industrial Co-operative 
Society, Limited, in a net loss of £903, of which only £200 
was recovered under a guarantee policy. The secretary was 
unusually late in producing his accounts in 1927, and was 
suspended until a special investigation had been made 
into his accounts. It was found that defalcations had 
been covered by fictitious withdrawals from members’ 
share and other accounts, which necessitated an addition 
to these accounts, by way of adjustment, of £3,460. It 
was also discovered that the secretary had paid National 
Health Insurance benefits and dealt with individual 
deposit transactions using the society’s funds, but without 
making any entries in its books. Consequently a large 
part of the £3,460 was eventually recovered from the 
National Health section, the Bank, and the collective life 
department of the Co-operative Wholesale Society, Limited, 
leaving the net loss to the society as above stated. The 
return for 1928 as submitted in the first instance showed 
certain adjustment entries, which did not, however, 
disclose the fact that any defalcations had occurred. 
Moreover the return contained a clear audit certificate. 
The Registrar after lengthy inquiries obtained a corrected 
return accompanied by a special report by the auditor, 
who previously had only reported verbally to the com- 
mittee and members. 


Incorrect ACCOUNTING. 

A few examples of errors discovered in accounts follow. 

(1) The inadvisability of a society appointing, as 
liquidator, a person not conversant with accounts, is seen 
from the following case which came to notice during the 
year. 

The return to commencement of liquidation of the 
Brown Lees Working Men’s Club and Institute, Limited, 
a comparatively small society, was submitted .by the 
liquidator, who was an unqualified person. It contained 
several inaccuracies, and had to be sent back for amend- 
ment three times before it appeared to be correct. When, 
however, the statement covering receipts and disburse- 
ments for the first twelve months of the liquidation was 
submitted, it showed as bank balance brought forward 
only 10s. 5d., as compared with £5 10s. 5d. in the return to 
commencement of liquidation. When asked for: an 
explanation, the liquidator wrote “. . . The £5 was not 
an actual balance, but purely imaginary, and was inserted 
solely to balance the account.” 


(2) The income and expenditure account in the reture 
of the Buckley Working Men’s Social Club and Institute, 
Limited, incorrectly included an item “ Repaid Steward’s 
Deposit.” The cash account showed a corresponding 
payment, but brought forward as the total cash and bank 
balance an amount which was exclusive of the steward’s 
deposit. The return was sent back for correction accord- 
ingly, and the alterations, initialled by the auditor, 
resulted in a reduction in the balance of loss on the year 
from £54 to £4. 


The following are cases reported by the Assistant 
Registrar for Scotland :— 


(8) The annual return for 1928 of the Sanday Agricul- 
tural Co-operative Society, Limited, contained an entry 
** Sums accumulated in hands of egg collectors written off 
£288 5s. 5d." The annual returns for several years had 
shown cash in hands of egg collectors amounting te 
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between £300 and £400 ; and although these returns were 
signed by the secretary, who had been in office for about 
six years, he could not give any satisfactory explanation 
of the £288 5s. 5d. included in those cash balances and now 
written off. The £288 5s. 5d. appears to have been a 
balance shown in the books when he took office. The 
society was only a small one, and the amount written off 
represented approximately one-fifth of the total assets. 
The matter has been brought to the notice of the auditor, 
who states that he had on two previous occasions ques- 
tioned the society concerning the matter, although he had 
not made a special report on the annual returns. He has 
undertaken in future to pay particular attention to the 
verification of the cash. 


(4) Another small agricultural society, the Papa Westray 
Agricultural Co-operative Society, Limited, wrote off £72 
described as “Errors in debtors in previous years.” 
Previously the amount owing by sundry debtors, although 
properly shown as an asset in the balance sheet, had also 
been included in the balance of cash in hands of the 
secretary. Although in connection with the return for 
1927 the Assistant Registrar had questioned the large 
amount reputed to be in the secretary’s hands he had 
been assured that the return was correct, although it now 
appears that the cash in hand was overstated in that 
return by £44. 


Avuprrors’ Specrat REPORTS. 


The value of the statutory audit is considerably en- 
hanced by the obligation on the auditors to make special 
reports where they are unable to give a clear certificate. 
Besides sending a copy of such a report to the Registrar 
so that it may be available for public inspection, the 
society is required always to keep a copy of the last balance 
sheet and any such report hung up in a conspicuous place 
at its registered office. In addition, the report must be 
submitted to the members in general meeting, when the 
relative set of accounts is presented to them. It occasion- 
ally happens that a copy of a special report is not sent to 
the Registrar with the annual return, and in some instances 
accounts are printed and published which make no refer- 
ence to a special report, although it qualifies the certificate 
of the auditor to the accounts. In all such cases which 
come to the Registrar’s notice steps are taken to have the 
matter rectified. 


During the year several cases came to notice where, 
although the public auditor had given a clear certificate 
to the statutory return, the facts called for the qualification 
of the audit certificate and the issue of a special report to 
the members. Some auditors do not appear to have 
realised their obligations not only to the members by whom 
they were appointed but to the Registrar, who is required 
to produce the statutory return of any registered society 
for inspection by any member of the public upon payment 
of the prescribed search fee. In some instances auditors 
were informed that in the opinion of the Registrar 
disclosure of an item of defalcation in a return would not 
enable them to give a clear audit certificate, or relieve 
them from their duty of making a special report. In some 
instances auditors have thought it sufficient to report to a 
society’s committee for its information instead of to the 
members. Unless the matter of the report is definitely 
outside the provision of sect. 13 (2) of the Industrial and 
Provident Societies Act, 1893, the Registrar considers that 
an auditor should qualify his audit certificate to the 
accounts, and deal fully with the matter in a special 
report to the members by whom he is appointed. 


EXPENSE OF LITIGATION, | 


In our July issue we published the Observations of the 
Bar Council and the Law Society on the Report of the 
London Chamber of Commerce on this subject. The 
Chamber has now issued a reply, of which the following 
is the concluding summary, together with their more 
extended comments on some of the main points. 

SumMMaRY. 

The general result of the investigations made by the 
Chamber, the Bar Council and the Law Society, coupled 
with the observations of Mr. Justice Roche, is to show 
that all are in agreement :— 

(a) That the cost of litigation under the present pro- 

cedure is higher than is necessary. 

(b) That the remuneration of the average solicitor or 
barrister under the present procedure is reasonable 
(except as regards the two-thirds rule). 

(c) That the main reduction in expense must therefore 
be obtained by alterations in the system and 
procedure. 

(d) That there should be a consideration by the Master 
of the Court, or a Judge, after pleadings as to the 
further procedure to be adopted. 

(e) That dates of trials should be fixed. 

(f) That documents should be accepted in evidence 
without formal proof unless challenged. 

(g) That evidence from abroad should be given in 
written form such as affidavit or declaration. 

(h) That written evidence, such as by affidavit or 
declaration, should be more widely used in sub- 
stitution for oral evidence. 

As regards Counsels’ fees, the Chamber and Law Society 
appear to be in agreement, whereas the Bar Council 
disagrees. 

There are other important aspects of the matter on which 
the Chamber goes much further than the Bar Council, 
and in these respects we recommend that the Chamber 
should adhere to its previous report, as we feel convinced 
that unless the reforms advocated by the Chamber are 
made compulsory (and it is made necessary to contract 
out), such changes may be ineffective. But in view of the 
extent to which all concerned appear to be in agreement, 
we submit that there now appears to be no obstacle to 
the authorities immediately altering the rules of the 
Supreme Court in order to provide for changes on these 
lines without waiting for further discussion of the 
questions on which all concerned are not in agreement. 


It does not appear to require legislation to provide for the _ 


changes on which the different interests are agreed, and 
it seems to us that there should be no difficulty, therefore, 
in a substantial instalment of the reforms indicated being 
carried into effect at once. 


SUBSTITUTION OF WriITTEN For OraL EvIDENCE. 

As regards the substitution of written evidence for oral 
evidence, our attention has been drawn to some observations 
of Mr. Justice Wright reported in The Times of July 15th, 
in which Mr. Justice Wright mentioned that a witness, 
if present in the Court, could be cross-examined, that 
affidavit evidence required considerable care, and that 
the whole idea of affidavit evidence for the expeditious 
and simple handling of cases would break down if docu- 
ments such as those he criticised were employed; we 
wish to point out that the Chamber’s Report did not 
suggest that written evidence was intrinsically superior 
to oral evidence given by witnesses present in Court, but, 
if greater economy in the cost of litigation is to be obtained, 
that it would be necessary, in the opinion of the Chamber, 
to do away so far as possible with the attendance of 
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witnesses and to substitute written evidence. As the 
Chamber pointed out, the English procedure is, apart 
from cost, the most perfect of its kind in the world, but it 
is an expensive luxury and beyond the means of the 
majority of people. If it is to be cheapened a less perfect 
procedure must be adopted, even at the risk of such less 
perfect procedure being distasteful to those who are 
‘accustomed to the present procedure. It seems to us 
that either the existing procedure as to evidence must 
remain in force, in which case we do not see how material 
reductions are to be made, or it must be made compulsory 
{unless in exceptional cases when the Judge may order to 
the contrary) to adopt a cheaper procedure. We recognise 
that there must be disadvantages in written evidence as 
compared with the evidence of witnesses personally present 
and cross-examined, but if it is decided that the cost of 
litigation is to be reduced the disadvantages must be 
accepted and treated as being compensated for by the 
consequent reduction in expense. 
TRIAL. 

We are glad to see that the Council agrees with the 
recommendation of the Chamber, as do the Law Society. 
It is, of course, not humanly possible to guarantee 
that a case should always come on for trial on the date 
fixed for the trial. This does not always happen in 
the Admiralty or Commercial Court, but if the lists are 
prepared as carefully as possible, and if the idea is 
abandoned that there is anything wrong in a Judge 
finishing his list before 4 o'clock, then the majority of cases 
should be reached on the day fixed. Also the important 
benefit is, in any event, attained that a case cannot come 
into the list before the date fixed. This would prevent the 
difficulties which sometimes arise where under the present 
system this happens. Seeing that the three Reports are 
all unanimous on this point, it is to be hoped that the 
authorities will make arrangements to carry out this 
plan. Of course there will be difficulties in changing from 
one system to another, but, as we have pointed out, the 
fact that changes involve difficulties is not an argument 
in favour of never making changes. 

Tue Two-rnirps Rue. 

We have given this subject our further careful 
consideration, and are still of the same opinion. 
If the recommendation in the Chamber’s Report is 
carefully read it will be seen that it is not directed to 
cases where a fashionable Leader is employed. It refers 
to the system, and points out that if a Leading Counsel 
(meaning any Leading Counsel whether having a large 
practice or not) is employed, the Junior Counsel has less 
responsibility, but, nevertheless, is entitled to two-thirds 
of the Leading Counsel's fee. It then goes on to point out 
that if a Leading Counsel of great eminence (not an average 
King’s Counsel) is employed, then the Junior Counsel’s fee 
increases accordingly under the two-thirds rule, although 
his responsibility may decrease further by the employment 
of a Counsel of great eminence. This sub-committee is, of 
course, well aware that there is no difficulty in securing 
the services of competent Leading Counsel who are not 
“ fashionable,” but that does not affect the point that the 
Junior Counsel gets two-thirds of whatever is the Leading 
Counsel’s fee, and whatever the standing of the Leading 
Counsel. This is a point on which litigants feel strongly 
and on which opinion in the Chamber is unanimous. 
The recommendation of the council to modify the existing 
practice in cases where the Leader’s fee exceeds 150 guineas 
affords no real relief because it only affects very heavy 
cases, and leaves the average class of case untouched, 
and we could not recommend the Chamber to consider 
this concession which would be valueless in the great 
Majority of cases. If the members of the Junior Bar 


were to abandon entirely the two-thirds rule, provided 
that they received a higher fee than at present for settling 
pleadings and advising on the evidence to be called on a 
trial and the merits of a case, then we think that in the 
long run they would be better off than at present, as the 
cases in which pleadings are drawn and opinions given 
on evidence are considerably more numerous than the 
number of cases which go to trial. We therefore adhere 
to the recommendation that the two-thirds rule should be 
abolished. 


- NATIONAL SAVINGS MOVEMENT. 


Schemes of Saving. 

We published in our issue of March, 1930, an account of 
two Schemes of Saving produced by the National Savings 
Committee for the purpose of extending the work of the 
National Savings Movement in places of employment. 
Under these two schemes, known as Scheme 9 and 
Scheme 10, employers are enabled to give very direct 
encouragement to their employees in saving to make 
provision for future needs and for retirement. The 
schemes have been widely adopted throughout the 
country, both by ordinary commercial firms and by firms 
carrying on professional business. The gratifying measure 
of success already achieved leads the National Savings 
Committee to entertain large hopes for the general adop- 
tion of these schemes when improved trade conditions 
make it easier for employers to give their employees the 
form of encouragement in saving upon which the schemes 
are based. 

The National Savings Committee has several other 
schemes of savings available, all carefully adjusted to 
meet a large range of needs. Of these the most popular 
for office staffs is Scheme 8, in which the weekly or 
monthly agreed contributions are pooled, and the total 
amount invested in National Savings Certificates, which 
Certificates are allotted to the members by ballot. 
One simple form of account is all that has to be kept. 
Full information may be obtained from the National 
Savings Committee, Sanctuary Buildings, Westminster, 
London, S.W.1. ‘ 


BANKRUPTCY ORDER (ENGLAND). 
The following Order as to Bankruptcy Fees has been 
issued under date June 25th, 1931 :— 

The Lord Chancellor and the Treasury in pursuance of 
the powers and authorities vested in them respectively 
by sect. 183 of the Bankruptcy Act, 1914, and sects. 2 
and 3 of the Public Offices Fees Act, 1879, do hereby, 
according as the provisions of the above mentioned 
enactments respectively authorise and require them, 
make, sanction and consent to, the following Order :— 

1. In Table A in the First Schedule to the Bankruptcy 
Fees Order, 1930, in Fee No. 14 (which relates to an 
application to approve a composition), after the des- 
cription of the proceeding and before the existing note, 
the following additional note shall be inserted :-— 

“ For the purpose of calculating this fee, the gross 
amount means the amount to be provided under the 
terms of the composition for ordinary and preferential 
creditors, and for costs, charges and expenses, and for 
fees and percentages (other than this fee).” 

2. This Order may be cited as the Bankruptcy Fees 
(Amendment) Order, 1931, and shall come into operation 
on the Ist day of July, 1981, and the Bankruptcy Fees 


Order, 1930, shall have effect as amended by this Order. 
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FINANCE ACT, 1931. 


The following are the provisions of the Finance Act 
in so far as they relate to Income Tax, Sur Tax and 
Savings Certificates :— 

PART II. 
INcoME Tax. 

5.—({1) Income tax for the year 1931-32 shall be charged 
at the standard rate of 4s. 6d. in the £, and, in the case 
of an individual whose total income from all sources 
exceeds £2,000, at such higher rates in respect of the 
excess over £2,000 as Parliament may hereafter deter- 
mine. 


(2) All such enactments as had effect with respect to 
the income tax charged for the year 1930-31 shall (subject 
to such of the provisions contained in the Finance Act, 
1930, with respect to income tax as did not take effect 
with respect to the income tax charged for the year 
1930-31) have effect with respect to the income tax 
charged for the year 1931-32. 


Sur Tax Rares For 1930-31. 
6.—Income tax for the year 1930-31 in respect of the 
excess of the total income of an individual over £2,000 
shall be charged at rates in the £ which respectively 
exceed the standard rate by the amounts specified in 
the second column of the following table :— 


In respect of the first £500 of the excess Is. Od. 
In respect of the next £500 of the excess Is. 3d. 
In respect of the next £1,000 of the excess 2s. Od. 
In respect of the next £1,000 of the excess 3s. Od. 
In respect of the next £1,000 of the excess 3s. 6d. 
In respect of the next £2,000 of the excess 4s. Od. 
In respect of the next £2,000 of the excess 5s. Od. 
In respect of the next £5,000 of the excess 5s. 6d. 
In respect of the next £5,000 of the excess 6s. Od. 
In respect of the next £10,000 of the excess 6s. 6d. 
In respect of the next £20,000 of the excess 7s. Od. 
In respect of the remainder of the excess .. 7s. 6d. 


CONSTRUCTION OF RULE 20 oF GENERAL RULES. 

7.—{1) The provisions of Rule 20 of the General Rules, 
which authorise the deduction of the appropriate tax 
from any dividend paid by a body of persons, shall, in 
relation to a dividend paid by any body of persons, 
whether before or after the commencement of this Act, 
be construed as authorising the deduction of tax from the 
full amount paid out of profits and gains of the said 
body which have been charged to tax or which, under 
the provisions of the Income Tax Acts, would fall to be 
included in computing the liability of the said body to 
assessment to tax for any year if the said provisions 
required the computation to be made by reference to the 
profits and gains of that year and not by reference to 
those of any other year or period. 


(2) Subject as hereinafter provided, a dividend paid 
by: a body of persons, whether before or after the com- 
mencement of this Act, shall, to the extent to which it is 
paid out of such profits and _— as are mentioned in 
sub-sect. (1) of this section, be deemed, for all the purposes 
of the Income Tax Acts, to represent income of such an 
amount as would, after such deduction of tax as is 
authorised by the provisions of the said Rule 20, be equal 
to the net amount received : 


Provided that the provisions of this sub-section shall 
not apply to a preference dividend to which sect. 12 of 
the Finance Act, 1930, applies, and shall have effect 
subject to the provisions of sub-sect. (8) of that section. 


AMENDMENT AS TO PAYMENT OF TAX BY INSTALMENTS. 

8.—Sub-sect. (2) of sect. 157 of the Income Tax Act, 
1918 (which provides that in the cases to which that sub- 
section applies income tax shall be payable in two equal 
instalments), shall have effect as if for the words “ two 


equal instalments, the first on or before the first day of 
January in that year, or on such other day as aforesaid, 
and the second on or before the following first day of 
July ’ there were substituted the following words, “ two 
instalments, the first, being an amount equal to three- 
quarters of the tax, on or before the first day of January 
in that year, or on such other day as aforesaid, and the 
second, being an amount equal to one quarter of the tax, 
on or before the following first day of July.” 


EXTENSION OF Sect. 18 oF Finance Act, 1923, To 
PROFITS FROM BUSINESS OF AIR TRANSPORT. 

9.—Sect. 18 of the Finance Act, 1923 (which gives 
relief from double taxation in the case of profits arising 
from the business of shipping), shall apply in relation to 
profits or gains arising from the business of air transport 
as it applies in relation to profits or gains arising from the 
business of shipping, and accordingly the said section 
shall have effect as if— 

(1) In paragraph (a) of sub-sect. (1) thereof, after 
the words “* from the business of shipping,” there 
were inserted the words “ or from (way Bree 
of air transport”; and 

(2) After the word “ships,” in sub-sect. (4) thereof, 
there were inserted the words “ and the expres- 
sion ‘business of air transport’ means the 
business carried on by an owner of aircraft.” 


PART IV. 


EXEMPTION OF SAviINGs CERTIFICATES HELD BY PERSONS 
DoMICILED IN CHANNEL ISLANDS oR ISLE oF MAN 
FroM Estate Durty. 

41.—Where the holder of a war savings certificate or 

a national savings certificate is at the time of his death 

domiciled in the Channel Islands or the Isle of Man, his 

rights under the certificate shall, for the purposes of the 
enactments relating to estate duty payable in Great 

Britain, be deemed to be property situate out of 

Great Britain. 


AMENDMENT oF Sect. 42 or Finance Act, 1920. 

42.—For the definition of “ dealer” in sub-sect. (3) 
of sect. 42 of the Finance Act, 1920, there shall be sub- 
stituted the following definition :— 

“The expression ‘dealer’ means a person who, 
being a member of a stock exchange in Great Britain, 
is recognised by the committee of that exchange as 
carrying on the business of a dealer.” 

Provided that if His Majesty in Council is pleased to 
declare that the Parliament of Northern Ireland have so 
amended the said sect. 42 in its application to Northern 
Ireland as to extend the benefits thereof to all persons 
who are dealers within the meaning of the foregoing 
definition, the said definition shall thereafter have effect as 
if for the words “ Great Britain ’’ there were substituted 
the words “the United Kingdom.” 


PROLONGATION OF CURRENCY OF SaviNGs CERTIFICATES. 
43.—({1) Notwithstanding anything in any enactment 
relating to savings certificates, or in any regulation made 
under any such enactment or any conditions relating to 
the issue of any savings certificates, the Treasury may 
from time to time direct that the currency of an 
savings certificates to which the direction applies 
be prolonged to such extent and on such conditions 
as to interest and otherwise as may be specified in the 
direction : 
Provided that nothing in this section shall— 
(a) Prejudice the right of any holder of a savings 
certificate, if he so desires, to have the amount 
— under the certificate paid to him on or 
‘ore maturity ; or 
(b) Authorise the prolongation beyond March 31st, 
1940, of the currency of any savings certificate 
issued on or before March 31st, 1922. 


(2) It is hereby declared that the power of the Treasury 
under sub-sect. (2) of sect. 46 of the Finance Act, 1926, 
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to make arrangements for enabling the holders of any 
savings certificates to exchange them for other securities, 
includes power to make arrangements for enabling the 
holders of savings certificates of any issue to exchange 
them for savings certificates of a later issue. 


(3) In this section the expression “ savings certificate ”’ 
means a war savings certificate or a national savings 
certificate, and the expression “currency” in relation 


to a savings certificate means the period at the expiration | P® 


of which the certificate is required to be redeemed or 


repaid. 


Reviews. 


The Accounts of Executors, Administrators and 
Trustees. 6th Edition. By W. B. Phillips, F.C.A. 
London; Sir Isaac Pitman & Sons, Limited, Parker 
Street, Kingsway, W.C.2. (164 pp. Price 5s. net.) 

This is a useful book. It purports to deal with the 
accounts aspect of executorships only, but, as the author 
points out, this necessitates also a certain knowledge of 
the law. An important feature, which will be found 
particularly useful to students, is the example given of 
the administration of a Trust, commencing with an 
epitome of the Will, showing the Cash account and Ledger 
accounts, and finishing with the Residuary account. In 
addition to this there are interspersed throughout the 
book various other accounts and rulings. 


Income Tax, Super Tax and Sur Tax, 1931-32, 
with Land Value Tax Supplement. By C. H. 
Tolley. London: Waterlow & Sons, London Wall and 
Birchin Lane, E.C.8. (Price with Irish Free State 
Supplement 3s. 6d. post free, and with Land Value 
Tax Supplement 6d. extra.) 

This chart gives in — condensed form a large amount 
of useful information and in every case a reference to the 
source from which the information is derived, which may 
be either the section of an Act or a decision of the Court 
by which an interpretation of the law has been laid down. 
The Land Value Tax supplement contains a synopsis in 
the form of a chart of the somewhat complicated provisions 
relating to the taxation of land values. In this chart the 
author deals with the procedure in making valuations, 
appeals against these valuations, and the assessment and 
tecovery of tax, with notes as to the abatements which 
may be obtained. The supplement is published separately 
at the price of 1s. 


and Answers on Company Law. 2nd 
Edition. By G. W. Fortune, F.S.A.A., and D. R. 
Matheson, M.A., A.S.A.A. London: Sir Isaac 
Pitman & Sons, Limited, Parker Street, Kingsway, 
W.C.2. (168 pp. Price 5s. net.) 

This is eminently a students’ book and has been designed 
by the author as such. As the title indicates, it takes the 
form of questions and answers, which is often the shortest 
and most effective way of conveying the substance of 
legal enactments. The matters with include the 
constitution of a company with Memorandum and Articles 
of Association, the formalities of a prospectus, the pro- 
visions as to private companies, accounts and audit, 
meetings, winding up, and other matters. The answers 
to the questions are brief, taking the form that might be 


regarded as ideal for examination purposes. The book 

is a useful one for revision purposes. 

Practical Directorship. By Henry E. Colesworthy, 
A.C.A., A.S.A.A. : Sir Isaac Pitman and 
Sons, Limited, Parker Street, Kingsway, W.C.2. 
(266 pp. Price 10s. 6d. net.) 


Mr. Colesworthy has produced a very useful 
directors, and it is to be hoped that they 


for 
make 


themselves acquainted with its contents. If they do so, and 
carry out the advice which is given, they will not be found 
wanting in the execution of their duties, of which 
the author has set out the practical effect as estab- 
lished by custom and i or amplified by the 
Companies Act, 1929. Another object kept in view is 
that the revival of trade will be helped forward by 
efficient and practical directorship for which purpose every 
rson acting as a director should make himself capable, 
instead of relying, as is not infrequently done, upon the 
knowledge and experience of one or two members of 
the board. Amongst the subjects discussed are the 
control of production and finance, the annual accounts 
with the allocation of profit and provision of reserves, the 
position of directors with regard to a prospectus, the 
control of branches, and the arranging of an internal audit. 
The Appendix contains the sections of the Companies . 
Act, 1929, which relate more particularly to directors and 

their duties. 


Changes and Remobals. 


Mr. J. W. Carter, Incorporated Accountant, has taken 
into partnership Mr. George O. W. Pickard, Incorporated 
Accountant. The practice will be continued at Pearce’s 
Chambers, 51, Albion Street, Leeds, under the firm name 
of Carter & Pickard. 


Mr. Frank T. Goodliff, Incorporated Accountant, 
5a, Castle Square, Brighton, has admitted into partnership 
Mr. Henry L. George, A.C.A., Incorporated Accountant. 
The practice will be continued under the firm name of 
Frank T. Goodliff & George. 


Mr. F. H. Harman, Incorporated Accountant, has 
removed his office to Dewar House, 11, Haymarket, 
London, S.W. 


Mr. Alfred Neill, Incorporated Accountant, announces 
a change of address to Westminster Bank Chambers, 


196 and 198, High Street, Stoke Newington, London, N. 


Messrs. Pike, Norfolk & Co., Incorporated Accountants, 
8, Colne Road, Clacton-on-Sea, announce that Mr. G. E. 
Pike, F.S.A.A., has retired from the firm. The practice 
will be continued under the same firm name by Mr. W. J. 
Norfolk, F.S.A.A., in conjunction with Mr. N. E. Pawsey, 
A.S.A.A., who has been admitted into partnership. 


Messrs. Rawlinson, Allen & White, Incorporated 
Accountants, have removed their Belfast office to Ocean 


Buildings, Donegall Square East. 

Mr. Harold Smith, A.S.A.A., announces that he has 
commenced to practise at 4 and 5, County Chambers, 
Weston Road, Southend-on-Sea, Essex, 11, Queen Victoria 
Street, London, E.C., and 31, Churchfield Road, Acton, 
London, W., under the style of H. Morgan, Smith & Co., 
Incorporated Accountants. 


Mr. W. J. Whitley, 


yr ea Accountant, has com- 
menced public practice at 


yrtle Chambers, Bingley. 


Mr. eaey Yates, Incorporated Accountant, has com- 
menced public practice at 82, Lune Street, Preston. 


Mr. E. J. D. Lloyd, of the Borough Treasurer’s Depart- 
ment, Acton, London, Incorporated Accountant, has 
been appointed Borough Treasurer of Wednesbury. 
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piasiny. Prices and Trade. 


A LEcruRE delivered before the Incorporated Accountants’ 
Students’ Society of London and District by 


MR. A. A. GARRETT, M.A., B.Sc., 
Secretary, Society of Incorporated Accountants and Auditors. 


The chair was occupied by Mr. A. S. Wane, City 
Editor of the Evening Standard. 


Mr. Garrett said : I agree with that delightful writer, 
Mr. E. V. Lucas, when he says: “I can remember no 
time when people talked so much about money as they 
do now: the money of which they have very little and 
of which they will soon have none—but money none 
the less.”” Broadcast addresses on monetary questions 
follow football results and the weather forecast. The 
public taste is equally partial to Mr. Wade’s notes on 
the Fuss about Gold and to advice by Ajax on Winners. 
Monetary and allied questions have become popular. 

When I somewhat rashly suggested this lecture, I 
was not aware of the projected subject of the able and 
original paper which Dr. Coates recently gave before 
the London District Society, and to which I am much 
indebted. I propose, however, to deal with this subject 
from a more elementary aspect than that taken by 
Dr. Coates. The question is admittedly difficult. The 
more one attempts to study it, the more indeterminate 
it seems to become. Greatly daring, however, I will try 
to reach a few conclusions. 

We are delighted to see Mr. Wade in the chair, and 
I know that he will be kind enough to make all the 
necessary corrections to my paper and to answer 
the questions. 

I am also glad to see here the President and 


_ Vice-President of the Socety and Sir Stephen Killik, 


all of whom, I know, have Leen giving close attention to 
these questions. 

It is sometimes t this question is a highbrow 
one which ought to be left to experts. But I suggest 
that some popular understanding of the subject, especially 
by our profession, is all to the good. I believe that the 
bitter experience of the present is cultivating knowledge 
to guide monetary policy and action in the future. 

Money. 
DEFINITION. 

Money has many definitions. I will confine myself 
to two. First, Money of Account, i.e., the standard 
unit in which prices are measured—in Great Britain the 
£ sterling, in France the franc, in America the dollar. 
Secondly, Money in its widest sense, which includes 
Gold, Central Bank currency, Cheques, Bills of Exchange, 
Bank Deposits, and all instruments gencrally regarded 
as constituting a part of the whole volume of Credit. 
Money, in my paper, conforms to the second and more 
general definition, unless otherwise stated. 


THe Goip STANDARD. 
I will assume the Gold Standard and submit the 
following bases for its operation :— 

1. Money is related to a standard of value, namely 
Gold. The relation is not entirely automatic, but 
can be regulated within limits by the Central Bank of 
each nation—in this country the Bank of England. 

2. The Central Bank, which should be the Bank 
of the Government, has virtually a monopoly or 
control of the currency issued and of the gold in 
the country. 


3. There is a standard monetary unit (Money of 
Account) in England, the £ sterling, which is equated 
to a certain weight of gold. This weight of gold 
has a corresponding equivalent in terms of the 
Money of Account of other countries which are also 
on a Gold Standard—nearlv all countries have now 
adopted the Gold Standard. 

4. The Central Bank undertakes to buy all gold 
offered to it at a fixed price; thus the Bank of 
England undertakes to purchase 400 ounces of pure 
gold in exchange for £1,700 worth of its notes. The 
amount of notes issued is dependent on (not necessarily 
equal to) the amount of gold held by the Central Bank, 


With regard to the Note Issue, the following is the 


weekly return of the Bank of England (Issue Department) 
for March 5th, 1931 :— 


Notes issued :— Issue Department. 
In circulation .s £350,722,320 
In Banking Department _ 50,203,581 
£400,925,901 
es 
Government Debt .. £11,015,100 
Other Government Securities 238,107,767 
Other Securities av ¥% 6,538,517 
Silver Coin ‘ee 4,343,616 
Amount of Fiduciary Issue 260,000,000 
Gold Coin and Bullion 140,925,901 
£400,925,901 


It will be seen that the total amount of notes is issued 
against various assets. It is a fundamental feature that 
for every note issued above the amount of the Fiduciary 
Issue there shall be a corresponding amount of gold coin 
and bullion in the hands of the Bank of England. Some 
of these notes are kept in the Banking Department of 
the Bank of England and constitute the Bank’s reserve. 
In other countries a certain percentage of gold must be 
maintained against notes issued. 

5. Joint stock or commercial banks keep accounts 
with the Central Bank, and are thus linked in one 
system. 

6. The principal instrument of defence in the hands 
of the Central Bank is the Bank Rate, which affects 
the whole money market. This is supplemented by 
“Open Market Operations” by the Central Bank 
(a comparatively new feature). 

7. The money of one country is linked with the 
money of other countries through gold and the 
foreign exchanges. 

8. The effective working of the system demands 
co-operation between the Central Banks of the world. 

Rates of exchange are thus dependent upon the state 
of trade between countries, upon financial transactions 
and the raising of foreign loans. Trade between countries 
depends upon the relative price levels in different 
countries. 

How Banks CREATE MONEY. 

An important element of money is represented by 
Current Accounts and Loan Accounts operated by 
cheques. Advances are the creations of bankers and 
can be operated by cheques or drawn out in notes. A 
customer is debited on Loan Account and his Current 
Account is credited with the corresponding amount— 
simply two book entries. The banker has created 4 


w~n 


FS ASSAF ES ARAB eee ¥ 


| 7 
.) 
. 
| a 
| | ee 
| ee 
| - 
| sta 
nat 
| : 
| effe 
| wit! 
) Acc 
| E note 
| wit! 
. abs 
| crea 
T 
muc 
| _ —_ 
| 
| ee 
. 
| 
i 
| 
) 
| 
/ 
| Cr 
cheq 
whic’ 
even 
are } 
thing 
the t 
to st 
note 
of th 
balan 
Th 
up b 
badly 
I ren 
of ws 
Incor 
on, tl 
gold i 
Gold 
antiq 
meet 
The ¢ 
if it | 
a a a a le : cc (ar * ie 


=~ SS DO Oe 


qo i anno tre + - & ee ae a oe oe 


_— 


— 


or =m Oo SS oe FF 


SEPTEMBER, 1931] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 549 


deposit upon which the customer can draw. Bills of 
exchange are drawn against goods or in connection with 
financial transactions and are discounted. They con- 
stitute a part of the volume of money. In these ways 
banks create money—in the aggregate bank deposits 
represent an enormous volume of credit. The authors 
of The Bank Charter Act of 1844, which substantially 
regulates the arrangements for the issue of notes, took 
great pains to limit the amount of notes issued, as I have 
shown earlier in this paper. But the amount of credit 
issued in other ways was left entirely to the discretion 
of bankers. At the same time, by the operation of the 
system as a whole, some measure of control exists over 
the amount of deposits bankers can place at the disposal 
of the public. 


It can be said that in this country the volume of credit 
is related to gold. The amount of notes issued depends 
on the amount of gold held by the Bank of England, 
the amount of gold depends on the state of the foreign 
exchanges, the foreign exchanges are dependent on the 
state of trade and international price levels, inter- 
national debts and international financial and security 
operations. Trading and security operations are largely 
effected through the joint stock banks, which are linked 
with the Bank of England by the Clearing Bankers’ 
Accounts, through which the joint stock banks obtain 
notes. There is, therefore, a kind of circle commencing 
with gold and ending with gold. There is not, however, 
absolute centralised control over the amount of deposits 
created by the banks. 


Three aspects of this system have been the subject of 
much discussion in recent years, namely :— 


(a) The proportion of currency which ought to have 
a gold banking: in other words, could the 
Fiduciary Issue under any and under what 
circumstances, be increased ? 


(b) The power of the banks to create money by 
means of deposits (by advances and loan 
accounts). 


(c) How deposits are used, how savings are 
employed—whether in long term investments 
or in short period loans. 


Credit is expressed in terms of pieces of paper—notes, 
cheques, bills of exchange, liquid securities—each of 
which implies and expresses a right to something, 
eventually and in the last. resort gold. But these rights 
are mutually respected: the right is accepted for the 
thing itself. In fact, the quantity of rights greatly exceed 
the thing itself—gold—which is used (a) psychologically 
to stimulate confidence in the credit system and the 
note issue (for this purpose it lies idle in the vaults 
of the Central Banks), and (b) practically to settle the 
balance of international indebtedness. 


The whole structure is based on confidence, backed 
up by a small proportion of gold: if that confidence is 
badly shaken, the results are serious in the extreme. 
I remember in the black week following the declaration 
of war, when finance and commerce were paralysed, an 
Incorporated Accountant said to me: “If this goes 
on, the day may come when you will be able to throw 
gold into the streets of London and it will be worthless.” 
Gold is a symbol, widely respected, hoary with 
antiquity. The question is: “Can gold continue to 
meet satisfactorily the monetary needs of the world ? ” 


The answer, as I understand expert opinion, is “ Yes, 
if it is properly handled.” 


Prices. 
Price LEVELS. 

I want to emphasize the importance of the price of 
things and what are known as “ Price Levels.” Price 
levels are indicated by a series of index numbers. The 
construction of indey numbers is a somewhat technical 
question, but we can form a reasonable idea of the meaning 
of a series of index numbers representing, say, wholesale 
prices, or the cost of living, or wages. Mr. J. M. Keynes is 
of opinion there is no satisfactory index of the purchasing 
power*of money, a deficiency which he believes ought 
to be made good. 

The problem in relation to prices is the manner in 
which the monetary and credit machine, which I have 
attempted to describe in outline, affects prices and the 
price levels. To what extent can and ought monetary 
policy to govern price levels ? 


Factors IN DETERMINING PRICES. 

The value of anything must be expressed in terms of 
something else: in practice that value, the price, is 
expressed in terms of money of account, ¢.g., we say 
(though probably not from personal experience) that a 
Rolls Royce is worth £2,000, or that a Ford three years 
old (though we may not believe it) is worth a fiver. We 
do not say that 400 three-year-old Fords are worth one 
Rolls Royce. 

Supposing a loaf of bread costs 4d. and that on a 
certain day 10 million loaves are sold. The turnover 
would be £166,666. If in two months time the amount 
of bread produced and demanded is the same, but the 
amount of purchasing power in everybody's hands had 
been doubled, then, if everything else in the picture 
is the same, the amount of money to be devoted to the 
purchase of bread is £333,332. In other words, the 
price of a loaf is doubled and is 8d. This is only an 
imaginary state of affairs, but fundamentally it took 
place, for example, during the great inflation of German 
currency about 1922, when a mug of German beer, instead 
of costing about half a mark, cost hundreds, if not 
thousands, of marks. The inflated. currency seemed 
appropriate to a comic opera, but it was a tragic reality. 
In Great Britain wholesale prices rose about 100 per 
cent. between 1914 and 1920, due to a great enlargement 
of the volume of money without a corresponding enlarge- 
ment of goods and production. Another factor in this 
phenomenon is the rate at which the money is turned 
over, and when there is inflation money is turned over 
much more rapidly than before. This is equivalent to 
an increase in the amount of money. The argument 
can be demonstrated, theoretically, with greater precision 
and, practically, by the increase of prices which has 
followed «ny considerable currency expansion. But I 
must hasten on and come to this conclusion :-— 

The price levels depend (among other things) on the 
relationship of 

The quantity of goods produced in the aggregate 
The amount of money available ; 
The rate at which money available is turned over ; 
The rate at which goods produced are turned over ; 
The way in which money is employed, ¢.g., is it 
placed on deposit or being invested for capital 
purposes, or in buying consumable things ? 
Further, if the quantity of money is increased and used, 
and production remains the same, then prices tend to 
rise; rising prices stimulate production. Similarly, if 
the quantity of money is decreased and not used so 
intensively, and production remains the same, then prices 


vend to fall: falling prices tend to decrease production 
| 
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Dibdiin, Prices and Trade. 


A LEcruRE delivered before the Incorporated Accountants’ 
Students’ Society of London and District by 


MR. A. A. GARRETT, M.A., B.Sc., 
Secretary, Society of Incorporated Accountants and Auditors. 


The chair was occupied by Mr. A. S. Wane, City 
Editor of the Evening Standard. 


Mr. GarreEtr said : I agree with that delightful writer, 
Mr. E. V. Lucas, when he says: “I can remember no 
time when people talked so much about money as they 
do now: the money of which they have very little and 
of which they will soon have none—but money none 
the less.” Broadcast addresses on monetary questions 
follow football results and the weather forecast. The 
public taste is equally partial to Mr. Wade’s notes on 
the Fuss about Gold and to advice by Ajax on Winners. 
Monetary and allied questions have become popular. 

When I somewhat rashly suggested this lecture, I 
was not aware of the projected subject of the able and 
original paper which Dr. Coates recently gave before 
the London District Society, and to which I am much 
indebted. I propose, however, to deal with this subject 
from a more elementary aspect than that taken by 
Dr. Coates. The question is admittedly difficult. The 
more one attempts to study it, the more indeterminate 
it seems to become. Greatly daring, however, I will try 
to reach a few conclusions. 

We are delighted to see Mr. Wade in the chair, and 
I know that he will be kind enough to make all the 
necessary corrections to my paper and to answer 
the questions. 

I am also glad to see here the President and 


_ Vice-President of the Society and Sir Stephen Killik, 


all of whom, I know, have been giving close attention to 
these questions. 

It is.sometimes thought this question is a highbrow 
one which ought to be left to experts. But I suggest 
that some popular understanding of the subject, especially 
by our profession, is all to the good. I believe that the 
bitter experience of the present is cultivating knowledge 
to guide monetary policy and action in the future. 

Money. 
DEFINITION. 

Money has many definitions. I will confine myself 
to two. First, Money of Account, i.e., the standard 
unit in which prices are measured—in Great Britain the 
£ sterling, in France the franc, in America the dollar. 
Secondly, Money in its widest sense, which includes 
Gold, Central Bank currency, Cheques, Bills of Exchange, 
Bank Deposits, and all instruments generally regarded 
as constituting a part of the whole volume of Credit. 
Money, in my paper, conforms to the second and more 
general definition, unless otherwise stated. 


THe Gotp STANDARD. 
I will assume the Gold Standard and submit the 
following bases for its operation :— 

1. Money is related to a standard of value, namely 
Gold. The relation is not entirely automatic, but 
can be regulated within limits by the Central Bank of 
each nation—in this country the Bank of England. 

2. The Central Bank, which should be the Bank 
of the Government, has virtually a monopoly or 
control of the currency issued and of the gold in 
the country. 


3. There is a standard monetary unit (Money of 
Account) in England, the £ sterling, which is equated 
to a certain weight of gold. This weight of goid 
has a corresponding equivalent in terms of the 
Money of Account of other countries which are also 
on a Gold Standard—nearlvy all countries have now 
adopted the Gold Standard. 

4. The Central Bank undertakes to buy all gold 
offered to it at a fixed price; thus the Bank of 
England undertakes to purchase 400 ounces of pure 
gold in exchange for £1,700 worth of its notes. The 
amount of notes issued is dependent on (not ne 
equal to) the amount of gold held by the Central Bank, 

With regard to the Note Issue, the following is the 
weekly return of the Bank of England (Issue Department) 
for March 5th, 1931 :— 


Notes teamed :— Issue Department. 
In circulation ne 2£350,722,320 
In Banking Department _ 50,208,581 
£400,925,901 
4 
Government Debt .. £11,015,100 
Other Government Securities 238,107,767 
Other Securities 7 6,533,517 
Silver Coin .. 4,343,616 
Amount of Fiduciary Issue 260,000,000 
Gold Coin and Bullion 140,925,901 
£400,925,901 


It will be seen that the total amount of notes is issued 
against various assets. It is a fundamental feature that 
for every note issued above the amount of the Fiduciary 
Issue there shall be a corresponding amount of gold coin 
and bullion in the hands of the Bank of England. Some 
of these notes are kept in the Banking Department of 
the Bank of England and constitute the Bank’s reserve. 
In other countries a certain percentage of gold must be 
maintained against notes issued. 

5. Joint stock or commercial banks keep accounts 
with the Central Bank, and are thus linked in one 
system. 

6. The principal instrument of defence in the hands 
of the Central Bank is the Bank Rate, which affects 
the whole money market. This is supplemented by 
“Open Market Operations’ by the Central Bank 
(a comparatively new feature). 

7. The money of one country is linked with the 
money of other countries through gold and the 
foreign exchanges. 

8. The effective working of the system demands 
co-operation between the Central Banks of the world. 

Rates of exchange are thus dependent upon the state 
of trade between countries, upon financial transactions 
and the raising of foreign loans. Trade between countries 
depends upon the relative price levels in different 
countries. 

How Banks CREATE Money. 

An important element of money is represented by 
Current Accounts and Loan Accounts operated by 
cheques. Advances are the creations of bankers and 
can be operated by cheques or drawn out in notes. A 
customer is debited on Loan Account and his Current 
Account is credited with the corresponding amount— 
simply two book entries. The banker has created 4 
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deposit upon which the customer can draw. Bills of 
exchange are drawn against goods or in connection with 
financial transactions and are discounted. They con- 
stitute a part of the volume of money. In these ways 
banks create money—in the aggregate bank deposits 
represent an enormous volume of credit. The authors 
of The Bank Charter Act of 1844, which substantially 
regulates the arrangements for the issue of notes, took 
great pains to limit the amount of notes issued, as I have 
shown earlier in this paper. But the amount of credit 
issued in other ways was left entirely to the discretion 
of bankers. At the same time, by the operation of the 
system as a whele, some measure of control exists over 
the amount of deposits bankers can place at the disposal 
of the public. 


It can be said that in this country the volume of credit 
is related to gold. The amount of notes issued depends 
on the amount of gold held by the Bank of England, 
the amount of gold depends on the state of the foreign 
exchanges, the foreign exchanges are dependent on the 
state of trade and international price levels, inter- 
national debts and international financial and security 
operations. Trading and security operations are largely 
effected through the joint stock banks, which are linked 
with the Bank of England by the Clearing Bankers’ 
Accounts, through which the joint stock banks obtain 
notes. There is, therefore, a kind of circle commencing 
with gold and ending with gold. There is not, however, 
absolute centralised control over the amount of deposits 
created by the banks. 


Three aspects of this system have been the subject of 
much discussion in recent years, namely :— 


(a) The proportion of currency which ought to have 
a gold banking: in other words, could the 
Fiduciary Issue under any and under what 
circumstances, be increased ? 


(b) The power of the banks to create money by 
means of deposits (by advances and loan 
accounts). 


(c) How deposits are used, how savings are 
employed—whether in long term investments 
or in short period loans. 


Credit is expressed in terms of pieces of paper—notes, 
cheques, bills of exchange, liquid securities—each of 
which implies and expresses a right to something, 
eventually and in the last. resort gold. But these rights 
are mutually respected: the right is accepted for the 
thing itself. In fact, the quantity of rights greatly exceed 
the thing itself—gold—which is used (a) psychologically 
to stimulate confidence in the credit system and the 
note issue (for this purpose it lies idle in the vaults 
of the Central Banks), and (b) practically to settle the 
balance of international indebtedness. 


The whole structure is based on confidence, backed 
up by a small proportion of gold: if that confidence is 
badly shaken, the results are serious in the extreme. 
I remember in the black week following the declaration 
of war, when finance and commerce were paralysed, an 
Incorporated Accountant said to me: “If this goes 
on, the day may come when you will be able to throw 
gold into the streets of London and it will be worthless.” 
Gold is a symbol, widely respected, hoary with 
antiquity. The question is: “Can gold continue to 


Prices. 
Price LEVELS. 

I want to emphasize the importance of the price of 
things and what are known as “ Price Levels.” Price 
levels are indicated by a series of index numbers. The 
construction of indey numbers is a somewhat technical 
question, but we can form a reasonable idea of the meaning 
of a series of index numbers representing, say, wholesale 
prices, or the cost of living, or wages. Mr. J. M. Keynes is 
of opinion there is no satisfactory index of the purchasing 
power of money, a deficiency which he believes ought 
to be made good. 

The problem in relation to prices is the manner in 
which the monetary and credit machine, which I have 
attempted to describe in outline, affects prices and the 
price levels. To what extent can and ought monetary 
policy to govern price levels ? 


Facrors IN DETERMINING PRICES. 

The value of anything must be expressed in terms of 
something else: in practice that value, the price, is 
expressed in terms of money of account, ¢.g., we say 
(though probably not from personal experience) that a 
Rolls Royce is worth £2,000, or that a Ford three years 
old (though we may not believe it) is worth a fiver. We 
do not say that 400 three-year-old Fords are worth one 
Rolls Royce. 

Supposing a loaf of bread costs 4d. and that on a 
certain day 10 million loaves are sold. The turnover 
would be £166,666. If in two months time the amount 
of bread produced and demanded is the same, but the 
amount of purchasing power in everybody's hands had 
been doubled, then, if everything else in the picture 
is the same, the amount of money to be devoted to the 
purchase of bread is £333,332. In other words, the 
price of a loaf is doubled and is 8d. This is only an 
imaginary state of affairs, but fundamentally it took 
place, for example, during the great inflation of German 
currency about 1922, when a mug of German beer, instead 
of costing about half a mark, cost hundreds, if not 
thousands, of marks. The inflated currency seemed 
appropriate to a comic opera, but it was a tragic reality. 
In Great Britain wholesale prices rose about 100 per 
cent. between 1914 and 1920, due to a great enlargement 
of the volume of money without a corresponding enlarge- 
ment of goods and production. Another factor in this 
phenomenon is the rate at which the money is turned 
over, and when there is inflation money is turned over 
much more rapidly than before. This is equivalent to 
an increase in the amount of money. The argument 
can be demonstrated, theoretically, with greater precision 
and, practically, by the increase of prices which has 
followed any considerable currency expansion. But I 
must hasten on and come to this conclusion :— 

The price levels depend (among other things) on the 
relationship of 

The quantity of goods produced in the aggregate 
The amount of money available ; 
The rate at which money available is turned over ; 
The rate at which goods produced are turned over ; 
The way in which money is employed, ¢.g., is it 
placed on deposit or being invested for capital 
purposes, or in buying consumable things ? 
Further, if the quantity of money is increased and used, 
and production remains the same, then prices tend to 
rise; rising prices stimulate production. Similarly, if 


meet satisfactorily the monetary needs of the world ? ” 
The answer, as I understand expert opinion, is “ Yes, 


the quantity of money is decreased and not used so 
intensively, and production remains the same, then prices 
| vend to fall: falling prices tend to decrease production 
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As a provisional and general conclusion, it may be 
said that under normal conditions the working of the 
monetary and credit machine does affect price levels. 
I will not put it any stronger than that. 


CHANGES IN PrIcE LEVELS. 

Now changes in price levels give rise to much difficulty 
and trouble. The necessity of the writing down of 
stocks at the end of 1930 is unhappily too familiar, 
and is a result of a severe decline in the price level. 
A manufacturer may have bought his raw material at the 
end of 1929. During 1930 the price of the raw material 
and of the finished product may have fallen. So that 
at the end of 1930 he had to sell his finished product 
at a low price, made from raw material purchased at a 
comparatively high price. In 1920, when prices had risen 
rapidly, the position was reversed and large profits were 
shown. But, as we know, this was rather a short-lived 
glory. There is a “time factor” or “time lag” in 
these movements. 


When we come to consider prices in relation to wages 
the difficulty is acute. We know the difference between 
money wages and real wages. The value of money wages 
depends on what the money will buy, which depends on 
the price level. Now human nature, being what it is, 
much prefers rises in wages, salaries, professional fees 
and profits to such advantages as may be gained from 
a fall in prices, provided that such increases are not 
accompanied by an altogether disproportionate rise in 
prices. Suppose a bargee skipper goes to draw his 
wages at the end of the week and his guv’nor, the 
barge owner, says to him, “George, I am very sorry: 
but just look at this graph (they call it a smoothed curve) 
showing the disharmony between the fall in prices, the 
fall in carrying charges and the level of wages. Clearly 
wages are too high. I am afraid wages will have to 
be dropped five shillings next week. Just go and talk 
it over with your mate and come and see me next week.” 
Bargee Skipper says, “‘ Very much obliged to you, sir. 
I thoroughly understand the graph ; I will take it away 
with me and discuss it with the crew.” Then he goes 
away to the nearest pub to meet his mate and the crew, 
where, over a pint of beer (which seems unusually 
expensive), they all say, “‘ We quite understand and are 
very much obliged to the guv’nor for his consideration 
and for the graph and to the whole barge-owning fraternity 
for their kindness in showing us how well-off we have 
become.” I will not attempt the more picturesque and 
emphatic terms of such a discussion. We all know that, 
with a five bob a week rise they would all enjoy the beer 
much better, whether dearer or cheaper—but preferably 
cheaper. 

If you were asked to advise a client on the ascertained 
results of his last year’s trading or manufacturing, you 
would consider how his turnover and the selling price 
of his goods could be increased, how costs could be reduced. 
Your mind would unconsciously be working at the 
practical side of this price level problem. It has become 
a modern bogey, and it is hardly surprising. 


These difficulties are accentuated by the fact that 
changes in the prices of raw materials, of finished goods, 
of wages, salaries, profits, professional fees, do not take 
place together. It takes time for a change in one set 
of price levels—say, in raw materials—to work itself out 
into the other price levels. We can realise that by the 
‘illustration of writing down stocks at the end of the 
year, owing to a drop of market prices. It also takes 
time for a moderate degree of monetary expansion to 
affect the price levels. 


Price LEVELS AND MONEY. 

From these arguments we may make the following 
statements :— 

The price of anything is its value in terms of money, 

The prices of groups of things, wages, rents, may be 
expressed in terms of a price level. 

Price is the touchstone of many practical business 
and economic problems. 

Prices in terms of money on a Gold Standard basis 
are also in terms of gold. 

If price levels are low then gold is dear: more things 
have to be given for the same number of £1 notes than 
before ; gold can be purchased with that number of £1 
notes. If price levels are high then, conversely, gold 
is cheap. Prices having fallen rapidly, we say that 
the price of gold has risen. , 

If money increases at a much more rapid rate than 
production, then inflation arises. If money decreases 
much more rapidly than production, then deflation 
arises. These should not be taken as absolute or final 
statements, but as statements of well-marked tendencies, 
verified by past experience. 

It is in the light of these conclusions we may say 
that monetary policy directed by the Central Banks 
can affect price levels within limits and under certain 
conditions, and thereby stimulate or retard production. 
This monetary policy, as we have seen, places restraints 
and limitations on the expansion and contraction of the 
volume of money. 


Trade and Industry. 

The practical relation of trade and industry with 
prices is obvious, ¢.g., manufacturers may be heard to 
say, “ Raw material is dear, but we are getting a bad 
price for our stuff.” Much has been written and said 
in regard to the control of price levels by monetary policy. 
I do not think a final answer can be given to that question. 
Considerable variation of opinion exists, but there is a 
substantial measure of agreement that the object of 
monetary policy should be to secure as far as possible 
stable price levels. We must differentiate between 
variations in price levels over a comparatively short 
period and major variations over a long period of years. 

If monetary policy can control price levels, why, it is 
argued, has monetary policy failed to avoid the great 
depression or how can monetary policy remedy this 
state of affairs? Is the slump a monetary crisis or @ 
production crisis, or a reaction of one on the other? 

The discussion appears to fall under three headings :— 

(1) An analysis of the causes, financial and 
industrial, which have led up “o the present slump, 
described as the greatest in mddern history. 

(2) Can monetary policy remedy or mitigate the 
present serious world and national depression ? 

(8) The formulation of ideas and policy to secure 
more stable economic conditions in future and lessen, 
though we cannot hope to eliminate, the serious ups 
and downs of the trade cycle. 


Tue CAUSES oF THE PRESENT DEPRESSION. 

I have examined the views of a number of authorities 
upon the present situation. Distinguished opinion is 
by no means unanimous. On the whole, there has 
recently been some reaction from the view, somewhat 
widely held, that monetary causes were dominant in 
causing the present depression. I will endeavour to 
summarise a few of these opinions. 

In his most recent address, Sir Henry Strakosch, 
who is one of the leading authorities on the gold question, 
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has stated that in his view causes had been 
pre-eminently responsible for the fall in commodity 
prices, and he claimed there had not been any general 
over-production in recent years. He considered it 
vitally important that the purchasing power of gold 
as the standard of value should be maintained stable 
within reasonable limits, and this, he considered, was 
practicable. 

Mr. Reginald McKenna, in his speech at the last general 
meeting of the Midland Bank, believed it was undeniable 
that the price level is in the control of the Central Bank. 
He also laid emphasis on the rate at which money 
circulated and the use to which money was put. 

Lord d’Abernon, in unmeasured terms, attributes the 
depression to the variation in the price of gold during 
the last five years and its effect upon prices. He is 
mot prepared to accept the view that it is a production 
crisis. 

Sir Harry Goschen, chairman of the National 
Provincial Bank, on the other hand, considered that too 
much importance was being attached to the concentration 
of the greater part of the world’s stock of gold in one 
or two hands. Sir Harry laid substantially greater 
stress upon the problem from the production point of 
view. He argued that production expanded at an 
enormous rate to meet the abnormal requirements of 
the war and the immediately following post-war years, 
that the increased output could not be absorbed by 
the world’s population and that a great deal of redundant 
and obsolete capital had thereby been created. 

Sir Arthur Salter, who at one time was head of the 
economic section of the League of Nations, wrote in 
The Times as follows: “ The notion that, in the nature 
of things, there is a fixed limit to human needs, is a 
mere delusion, and will be until the last Hottentot 
lives like a millionaire. It is not human desires that 
set the limit to consumption, but purchasing capacity. 
With a world system properly functioning, this should 
in toto approximate to the world’s productive capacity.” 

Mr. Arthur Michael Samuel’s diagnosis is that the 
fall in prices has helped to cause disequilibrium in the 
distribution of gold and that equilibrium will be restored 
when would-be borrowers have proved to lenders they 
are credit worthy. 

I couple these views with the paper recently read 
by Dr. Coates and the discussion upon it which has 
been published in the Incorporated Accountants’ Journal 
to-day. In the light of this variety of opinion it seems 
clear to me that the international monetary system has 
not worked as it should, also that production in certain 
directions and under the conditions existing at the time 
has been excessive. The reasons are not hard to seek. 
It was hardly to be expected that a war in which 
practically the whole of the civilised world was engaged 
with destruction on an undreamed-of scale could produce 
anything but the most serious consequences. The 
complacent assumption that we had come to a new 
world and a new and improved state of things was 
much too easily held. 

I am impressed by the enormous economic disturbance 
which the war debts and international reparations 
settlements have involved. The annual amount of the 
remittances agreed upon in effect have represented a 
gratuitous transfer from one country to another of goods 
and services without a corresponding exchange. The 
greatest creditor country has been little disposed to 
accept payments in goods and services, and, in fact, 
has raised tariff barriers which have made trade extremely 
difficult. That attitude can be understood when a 
genuine, though exaggerated fear existed that a large 


importation of European goods would prove disastrous 
to American industry. It is true that at present Great 
Britain has practically squared her account in regard 
to war debts and reparations—receipts approximately 
equal payments. Apart, however, from the book- 
keeping, the creation of large credits and their transfer 
from one country to another seems to introduce an 
enormous element of friction both in regard to production 
and monetary movements. As a result large payments 
to America have been made in gold and at the present 
time the unprecedented position has arisen where 
practically every note issued in the United States has an 
equivalent amount of gold in the bankers’ vaults. France 
has also made large acquisitions in gold through having 
over a period of years created in London a large volume 
of deposits which can be recalled at short notice. It 
must be realised that the gold transfers represent actual 
payments to which the receiving countries are entitled. 

On the side of production, opinion has crystallised in 
recent months in condemning the creation of pools and 
artificial restrictions in such commodities as wheat, 
rubber, and others. These steps were taken to bolster 
up prices. Instead of prices rising, large quantities of 
commodities have had to be precipitated on the market. 
No operation of a monetary character could be expected 
to withstand this avalanche. 

Finally, the boom, particularly in the United States 
and at home, in 1929, which at best could be described 
as misplaced financial judgment on the part of a large 
section of the population, brought with it disastrous and 
ill-starred company flotations. This has not only affected 
most seriously the monetary position, but has caused a 
widespread lack of confidence from which we are now 
suffering. 

The attention given to the causes of depression are 
not merely to apportion blame or to indulge in captious 
criticism, despite attempts in one or two directions to 
do so; but I believe the purpose is rather to trace the 
causes, with a view to alleviating the present situation 
and, secondly, the formulation of better productive and 
monetary policy in future. 

Criticism has been directed to the time and circum- 
stances under which Great Britain returned to the gold 
standard. It is fair to say that this, over a period of 
about five years, led to a gradual fall in prices, but it 
would be quite wrong to say that the downward rush 
of prices in the last fifteen months was simply due to 
the return of the gold standard. 

The action of monetary control may be compared to 
the reins in the hands of a driver, the horse representing 
production and the reins monetary policy. The horse 
ought to be driven at a reasonable speed. So long as 
he is doing so, by control of the reins a skilful driver can 
make the horse go slower, or faster. If, however, the 
horse begins to bolt (i.e., if production gets out of hand), 
it is not possible to pull him up by the reins alone. The 
horse is bound to go on until he is exhausted. 

Tue Present Posirion. 

To what extent can these considerations offer any 
solution to the present position ? It is simply paradoxical 
that the world should be in a state of depression and 
yet commodities of all kinds were never so abundant. 
The horse is exhausted and the reins are slack, and 
Dr. Sprague and Mr. Henderson, in commenting upon 
Dr. Coates’ paper, considered that monetary policy could 
not perform a miracle, although it would help so far 
as it could. 

The mal-distribution of gold, upon which credit depends, 
must have an adverse effect when remedies are sought. 
If France and America would consider the question of 
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foreign loans, based upon their large gold holdings, some 
relief could be found. Confidence is essential if such a 
policy is to be carried out. This is largely a matter of 
politics and the maintenance of sound financial principles 
by would-be borrowers. There are two very disagreeable 
features in the situation. One relates to the level of 
wages, both real and monetary, i.e., how much is paid 
in wages and what wages will purchase. The other is 
the great burden of national debt and other long-term 
fixed interest investments. The annual payments required 
are the same now as they were, say, ten years ago, when 
the price levels were much higher. This involves a great 
burden on the debtors and, it must be added, considerable 
advantage to the creditors. This is one of the reasons 
that makes the maintenance of a stable price level so vital. 

_The President of the Society, Mr. Henry Morgan, 
has recently drawn attention in his speeches to these 
very difficult features, and in his view, the remedy may 
be somewhat painful. 

Some relief, however, may be afforded if there is a 
rise in the price level. Those in control of monetary 
policy are doubtless considering whether it would be 
desirable to keep prices stable at their present level or 
to wait until, as it is hoped, the swing of the trade pen- 
dulum will bring an upward movement, when control 
may again be exercised. The fact is, we are passing 
through a period of severe adjustment, after a number 
of things and schemes have gone wrong. Economists 
call them “ disequilibria.” These disequilibria are 
endeavouring to work themselves out. The trade cycle 
is a phenomenon which economists have recognised for 
many years, though insufficient is known about its 
quantitative operation. 

There is a large volume of credit awaiting investments. 
Savings have overtaken investment and confidence is 
required both on the part of borrowers and Jenders to 
utilise satisfactorily the amount of credit available. 
America is bulging with gold, but gold is not saving her 
from a depression at least as severe as any in our 
experience. For the development of this idea in regard 
to the use of credit I would refer you to the lecture by 
Dr. Coates, in which he deals with the question more 
thoroughly. 

Personally, I am not at all clear whether the dis- 
equilibrium between production and purchasing power 
should be remedied by expenditure upon consumable 
commodities or upon investment in capital goods. The 
spending idea seems to me to be fraught with great 
danger, but to use a simile, the selling department as 
a whole must co-operate with the financial and pro- 
duction departments. 


POSSIBILITIES OF FuTuRE Po icy. 

International co-operation in gold control and credit 
is a desirable goal upon which all writers and financiers 
have concentrated. The volume of credit required is 
one thing, and its use is another, and if one may say so 
fairly, banking policy will probably concern itself more 
intensively in future with the use to which borrowers 
put money as well as security offered, and it is to be 
hoped borrowers will be more circumspect. The monetary 
needs of the world must increase as time goes on, and 
so long as gold is used as a basis, its distribution and 
more economical use for monetary purposes will call for 
co-operation and consideration. 

Over a long period of years there has been a marked 
consilience between the increase in gold production 
and prices. 


This subject has been dealt with in a recent report issued 
by one of the Committees of the League of Nations. 


Their former fears of a gold shortage have been somewhat 
mitigated by the fall in prices: the volume of gold 
required to support the lower level is less. Reform in 
management as much as increase in quantity is the 
keynote of their deliberations. 

Suggestions that the gold standard should be abandoned 
seem rather futile: The greater part of the civilised world 
has committed itself to the gold standard, but the gold 
standard in the last seven years has scarcely had a fair 
chance. 

As criticism has been directed from time to time 
against banking policy, it may be well to emphasise 

(1) That we have come through the greatest slump 
in modern history without so much as a shadow of 
doubt being cast upon the stability and integrity 
of the banks, and 

(2) That Great Britain has met her obligations and 
paid 20s. in the £. 


I am content to believe that the difficulties and 
experience of the last decade will not be forgotten. 
Political stability and monetary co-operation offer the 
best hope for a stricken world. 


Discussion. 

The Cuarrman : I should like to say that I have been 
deeply interested in this subject, and have listened with 
the greatest possible interest and admiration to Mr. 
Garrett’s paper. I think he has given one of the most 
concise summaries of the whole position that I have ever 
listened to. Although in regard to money and trade we 
have a shortage, we have no shortage of authorities upon 
the gold standard and the way it works. Mr. Garrett 
gave you, towards the end of his paper, a nice little 
summary of views, all running definitely inst each 
other, so that you and I can cng eo age r. Reginald 
McKenna is right, or Sir Harry n, or Mr. Keynes, 
or Sir Otto Niemeyer, the last of whom he did not quote. 
We are in a very difficult position. I believe all who 
study the problem must form an opinion, but it puts us 
in the dubious position of having to decide for ourselves 
between the authorities. Now I think Mr. Garrett, in 
the short of time that he has occupied, has given 
us some irable material for forming our judgment 
upon this very important question. I myself was much 
interested in what he said about prices—the value of 
index numbers—and, in regard to gold money, about 
what is known as the quantity theory. When he was 
speaking of inflation, I remem meeting a German 
professor, who told me that when inflation was at its 
very worst he used to receive his salary three times a day. 
He would get through his lecture as quickly as possible, 
mount his bicycle and pedal for all he was worth to 
obtain his salary and spend it before his money had 
undergone further depreciation. That was done in order 
to avoid the rapid inflation which was going on, moment 
by moment. Nobody could live under conditions of 
that sort. But we have to remember that inflation in 
Germany really began in a political effort, not in an 
economic effort. In regard to prices in general, I believe 
it would not be a bad thing if the central banks could 
start so ing which would stop or ease the sluggishness 
of credit. Sir Henry Strakosch’s point, which I think is 
interesting, is that there is a real demand for the exchange 
of goods and that the real trouble arises because changes 
in the value of the medium of exchange stand between 
exchange of commodities. That is not universally true, 
but it is the explanation of many of our present economic 
ills. As Mr. Garrett said in regard to production, there 
are innumerable cases of over production. Boots may be 
one of them, motor cars in America was another. We 
have to face up to that, but in regard to the prime com- 
modities of life, with perhaps the exception of wheat, I 
myself think there is not more cotton, more rubber, more 
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copper and more tin now produced and in stock than the 
cas could really use if it had the means of using it, 
and what we want to discover is that something which 
will give us the ability to move these goods which can be 
put into useful articles and made to adorn, or, at any rate, 
make more happy, lives which at the present time need 
them. That is the whole problem of monetary policy. 
How it can be done is another question. I should like 
to say one word about the ability of the banks to create 
credit. That is really conditioned by one thing more 
than another, and that is that the joint stock banks in 
rinciple and in practice always have on deposit in the 
Bank of England, or in their own tills, cash equal to at 
least 10 per cent. of their total of deposits, so that there 
must come a period when they must cease to create 
deposits, because creation of deposits will always be con- 
ditioned by what cash they have in hand. As a matter 
of fact, that limit has been operative. I think on the 

nt gold basis we have reached pretty nearly the 

t of credit facilities in this country. 

Mr. W. J. Back: First of all, I would like to say 
how much I have appreciated the paper to which we 
have listened, and I should like to underline the remarks 
Mr. Garrett made about the possibility of over production 
in particular lines of commodities. As a matter of fact, 
this has received less attention than it ought to have 
done from the professional economists. Mr. J. A. Hobson, 
whose name is known to all students, holds, I think, 
that there could not possibly be general over production, 
because whatever is produced in goods is represented by 
payment for materials or services, and therefore exists as 
purchasing power on the part of somebody—a kind of 
double ‘om which production always equals potential 
demand. t overlooks altogether the fact which 
Mr. Garrett emphasised, that there might be surplus 
production in “qetanneen lines, such as boots, accumulating 
as stocks which represent frozen supplies, whilst there was 
under production in other lines. The matter, therefore, 
does not clear itself so easily as Mr. Hobson suggests. I 
suppose Mr. Garrett has not any means to suggest to us 
by which a particular over production could be prevented ? 
You might have an army of officials determining how 
much each should produce on the basis, say, of a still-to-be- 
invented index number. But this is what I wanted more 
particularly to ask Mr, Garrett: Is it not possible that 
the misallocation of effort has been far more affected by 
debt settlements, indemnities, reparations and other war 
settlement machinery, since the end of the war, than at 
first sight appears? Of course, there was a war before 
the last one—the Franco-German War, and the Germans 
imposed certain indemnities upon the French. Mr. 
Garrett will be able to tell us whether it is not true that 
the modern French productive capacity grew out of the 
effort to produce those indemnities, and whether a 
tremendous amount of unemployment was not thereby 
created in Germany. If that is so, it may be “ more 
blessed to give thin to receive *—indemnities, as well as 
other things. 

A Srupent: Referring to the Bank statement which 
has been circulated this evening showing the amount of 
the fiduciary issue to be £260 millions, has that figure ever 
been increased, and, if so, what steps are taken now to 
prevent it falling below the present figure ? 

The CHatrrmMaAN: The £260 millions was really fixed 
by the Currency Act at the time it was decided to 
over the issue of Treasury Notes to the Bank of England. 
The ee recommended that the fiduciary 
issue should be fixed, and it was fixed by Act of Parliament 
at £260 millions. Immediately the Bank of England took 
over the Treasury Note issue, that figure was put into the 
Bank statement as the existing limit of the fiduciary 
issue, and it can only be altered by consultation between 
the Bank of England and the Treasury. 

Mr. Henry Morcan (President of the 
Incorporated Accountants and Auditors) : 


Society of 
I expected 
that there would be so many speakers on this B rei 
delivered by Mr. Garrett—upon which I should like to 
add my congratulations to those already expressed—that 
I did not think for a moment that I should be called upon, 


or, at any rate, given the opportunity of addressing this 
meeting. They say that money is the root of all evil. 
That may not be entirely true, but I think there is no 
doubt at all that money is the cause of many of the 
difficulties from which we are suffering at the present time. 
It is a necessary evil. We are bound to have a medium 
of exchange, but the constant alteration in its value is 
increasing the many difficult problems with which we 
have to deal. Here, in a time of depression, when 
industry is feeling excessively the burdens of taxation, we 
have this anomalous position, that, as prices fall, the real 
burden of taxation is increasing in an inverse ratio, 
because the real burden is the amount of the goods and 
services represented by the purchasing power of the 
money amount of the tax. And the same way with 
wages. We are suffering to-day from a rate of wages 
greatly in excess of those paid by our principal com- 
petitors. With the increasing value of money and the 
fall in the prices of commodities and services, wages are 
really increasing ih value. The gold standard is 
apparently the most reliable and the best one we could 
have. At its best it is unsatisfactory, and yet it is, as I 
say, the only measure that is really convenient to countries 
throughout the world. I would like to re-echo what our 
Chairman has said in congratulating Mr. Garrett upon 
his paper. 

Sir Srerpnenx Kux1x: I have been asked to ne a 
vote of thanks to the Lecturer, and this I do with very 
great pleasure. I am glad that I have not been asked to 
criticise the lecture, because, although criticism is said to 
consist in telling somebody how to do something that you 
cannot do yourself, I find it even difficult to go to that 
length on the subject in regard to which Mr. Garrett has 
given us his interesting and illuminating address. Mr. 
Garrett said that he proposed to deal with the matter 
from an elementary point of view, for which I was pro- 
foundly thankful, and I believed him, because he is a 
truthful man. As a matter of fact, it is not difficult to 
speak the truth; the difficulty is to get it believed. I 
remember the late Lord Curzon, in one of the last speeches 
he made before his lamented death, in referring to this 
very subject, told us that when addressing an audience 
many years ago, he said: “I remember when I was a 
youngster getting the biggest — I ever received 
in my life for telling what was the absolute truth,” when 
someone in the audience called out, “ My word—they 
cured you.” (Laughter.) You must not think from 
this that I am suggesting that Mr. Garrett is not telling 
the truth. I believe he is, and in any case I am not in a 
position to question it. He has given us the opinions of 
various well known economists who flatly contradict one 
another, and in these circumstances I do not feel that it is 
necessary to apologise for not expressing my own opinion 
as to the best method of dealing with these monetary 
questions. I am sure you have all enjoyed the lecture, 
and that it will pro you with food for thought for 
some time to come. 

The vote of thanks was seconded by Mr. CoLEswortuy, 
and carried, and on the motion of Mr. Tuomas KEENs, 
a cordial vote of thanks was accorded to Mr. Wade 
for presiding. 


—- 


Incorporated Accountants’ Examinations. 


The next Incorporated Accountants’ examinations will 
be held on November 2nd, 8rd, 4th and 5th, 1931, in 
London, Manchester, Cardiff, Leeds, Glasgow, Dublin, 
Belfast, Cape Town, Johannesburg and Durban. 
Preliminary examination, November 2nd and 3rd, 1931. 
Intermediate - November 4th and 5th, 1931. 
Final pes November 8rd, 4th & 5th, 1931. 

Applications to sit for the examinations must be made on 
the appropriate forms on or before September 29th, 1931. ° 
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INTERNATIONAL ILLUMINATION 
CONGRESS. 


Flood Lighting of Incorporated Accountants’ Hall. 


Incorporated Accountants’ Hall will be one of the 
London buildings to be flood lighted between 9 p.m. and 
midnight from September Ist to 26th, 1931, on the 
occasion of the International Illumination Congress, 
and the meetings of the International Commission on 
Illumination, the former of which will be held in London, 
Glasgow, Edinburgh, Sheffield and Birmingham from 
September Ist to 12th, and the latter in Cambridge from 


September 13th to 19th. 

In addition to granting permission for the flood lighting, 
the Council of the Society of Incorporated Accountants 
and Auditors has invited the delegates to visit the Hall on 
the mornings of September Ist and 3rd, 1931, when the 
Vice-President (Mr. E. Castleton Elliott) will receive the 
visitors and Mr. J. R. W. Alexander will describe the 
history and architecture of the building. 

The flood lighting of Incorporated Accountants’ Hall 
will differ from the illumination of the other London 
buildings, in that a daylight effect will be created, and it 
will be interesting to compare this with the flood lighting 
of other buildings near the Victoria Embankment (Somerset 
House, County Hall and Big Ben) and with the flower beds 
im St. James’s Park, which are being flood lighted by gas. 

The flood lighting of Incorporated Accountants’ Hall 
has been made possible by the co-operation and assistance 
of Mr. J. R. W. Alexander (who initiated the proposal), 
Belshaw & Co., Limited (Electrical Engineers to the Society, 
who are installing and maintaining the apparatus), 
Restlight Limited (who are supplying the flood lamps), 
and the Metropolitan Electric Supply Company, Limited 
(who are providing the current). 

Incorporated Accountants are cordially invited to 

the exterior of the Hall during the period it is 

flood lighted, since it is not likely that it will again be 

ae to illuminate the building in this manner. It is 

ped to publish a picture of the Hall as flood lighted in 
our next issue. 


Constitution of the International Illumination 
Commission. 

According to its Statutes, the objects of the Inter- 
national Illumination Commission are to provide an inter- 
national forum for and to promote the study of all matters 
relating to the science and art of illumination ; to secure 
the interchange of illumination information between 
different countries; and to agree upon international 
recommendations relative to illumination. Any country 
desiring to affiliate itself with the Commission has to form 
a resentative National [Illumination Committee, of 
which there may only be one for each country. There are 
at present thirteen National Committees, each of which 
may send any number of delegates to a session of the 


ion. 

The President of the International Illumination Con- 

gress is Mr. Clifford C. Paterson, while Sir Francis Good- 

is Hon. Treasurer of the Congress and Chairman of 
the Publicity Committee. The General Council of the 
Congress includes representatives from the Government 
Departments, the National Gas Organisations, and certain 
technical and professional bodies and associations of 
supply undertakings and manufacturers. One hundred 
presi <a ap pian etont ao ener ~siy - hemmnpemale laeamal 

from all countries during the Congress. 

Mr. Clifford C. Paterson (President of the Institution of 
Electrical Engineers and an Associate of the Institution 
of Gas Engineers) and Mr. Robert Watson are Vice- 
Chairmen of the National Committee and are the two 
representatives of Britain on the Executive Committee of 
the International Commission on Illumination. 


London Social Programme. 
The London Programme of the International [llumina- 
tion Congress includes the official luncheon given by the 


Gas Light and Coke Company and the London Electric 
Supply Undertakings at the Savoy Hotel on September Ist, 
and a banquet at the Dorchester Hotel on September 2nd, 

In addition to drives and visits to many places of interest 
in London, a tour of the Port of London will be made by 
boat. The Beckton Gas Works, Fuel Research Station, 
Deptford Electric Power Station, National Physical 
Laboratory, and Croydon Aerodrome will be inspected, in 
addition to the Research and Training Section at Watson 
House and the Showrooms of the Gas Light and Coke 
Company, the E.L.M.A. Lighting Service Bureau, and the 
Research Laboratory of the General Electric Company, 
Limited, at Wembley. Buckingham Palace, the National 
Gallery, Big Ben, Somerset House, County Hall, Incor- 
porated Accountants’ Hall, and the Flower Beds in St. 
James’s Park will be flood lighted throughout September. 

The success of the “ London by Night” tour arranged 
by the Institution of Gas Engineers on the occasion of the 
First International Gas Conference in June, 1931, has 
encouraged the organisers of the International Illumina- 
tion Congress to arrange a similar trip, which commences 
from the Dorchester Hotel after the per rx on September 
2nd, and embraces the street, store, flood lighting of 
Central London. 


Provincial Social Programme. 


The tour of the Provincial cities will be made by a 
special train which has been made available for the dele- 
gates throughout the Congress. In Glasgow there will be 
a reception by the Lord Provost and Council in the City 
Chambers and a boat excursion on the Firth of Clyde. 
The annual meeting of the Association of Public Lighting 
Engineers will be held at the University of Edinburgh in 
conjunction with the Technical Sessions of the Congress, 
and the Lord Provost and Council will give a reception 
and dance in the Edinburgh College of Arts. In Sheffield 
the Lord Mayor and City Corporation and the Sheffield 
Gas Company will entertain the delegates to luncheon, 
the Technical Sessions being held in Buxton, where the 
delegates will stay. In Birmingham the Lord Mayor and 


Council will hold a reception and dance, and there will be 


a motor tour of the Shakespeare country. In Cambridge, 
where the Commission meetings take place, the various 
colleges will be inspected, and there will be a demonstration 
of automobile lighting with the co-operation of the Royal 
Automobile Club. 


Scottish Notes. 


(FROM OUR CORRESPONDENT.) 


Incorporated Accountants’ Golf Club. 

A meeting of this club was held on 22nd ulto. at the 
Darley Golf Club’s course at Troon, where an enjoyable 
game was ipated in by a number of the members. 
Another and concluding game for the ame Cup will 
be held in September, of which due notice be given. 


A Preference Challenged. 

An im t point in bankrup law was decided 
by Lord y in an action by the on @ seques- 
trated estate against the British Linen Bank. The action 
was for payment of £7,300. The debtor, Harold What- 
mough, a motor engineer and "bus proprietor, who had 
been in business since 1922, found himself in financial 
difficulties in 1929. On February 27th, 1930, he signed 
a trust deed in favour of an accountant for behoof of his 
creditors. On March 7th the creditors instructed the 
trustee to apply for sequestration, which was granted, 
and the official Act and Warrant in favour of the trustee 
in the sequestration dated March 31st, 1930. The 
transaction under challenge took place on February 18th, 
1980, and was, therefore, a transaction within 60 days of 
notour bankruptcy. 
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The debtor had sold his business and received a crossed 
cheque from his solicitors for the price of his business, which 
he ager Sage he to the bank, who credited his overdrawn 
account w amount, thereby discharging What- 
mough of £7,300 of his remaini qvesdeath. 

The claim of the trustee on behalf of the unsatisfied 
ereditors was rested (a) on the Act of 1696, c. 5, and (b) on 
fraudulent preference in bankruptcy at common law. 
The case was defended by the as an important 
question for them, and also for the practice of bankers 
in general. Lord Mackay found that the transaction 
was null and void, and decerned for payment of the sums 
in question to the pursuer, reserving to the defenders 
their claim to a ranking in the sequestration. His Lord- 
ship was clearly of opinion that in matters of this sort the 
challengeability of such a transaction was seldom resolv- 
-soe bya — =e of the bare form of the pro- 

ings, such as ordi receipt of ments 
with the bank. The Rago settled that oo 
oo to both the substance and the form of what 
was done. 


In dealing with his conclusions on the evidence, his 
Lordship said he found that the transference of value on 
February 18th was to the knowledge of Whatmough 
(a) in prejudice of his other creditors, and (b) in preference 
to the Bank over those creditors. It had, in fact, resulted 
in their deprivation of something like 7s. in the £1. His 
Lordship understood the Bank to argue that in a question 
with a bank or financier who, they said, were really “* keep- 
ing the thing running for the benefit of all the creditors,” 
there was nothing to prevent them taking a payment of 
this sort with their eyes open and in full know , 
His Lordship rejected that contention. Alternatively, 
it was argued that in order to enable recoupment, the 
recipient creditor must be tainted with actual fraud ; he 
must in the full ordinary sense be party or conniver at 
the fraud. If the first ground was not sufficient his 
Lordship was prepared to hold that there was enough to 

ve fraudulent preference by the bankrupt at common 

wW, r with connivance of the defenders in a sense 

which Lordship explained, and that the transaction 
must be reduced. 


On the summary question whether a payment in cash 
would be saved by proof of a course of trade, even though 
it were proved to be in the fullest degree fraudulent, his 
opinion would be that that was not the law of Scotland. 


Owners’ Rates—Deduction from Profits. 

An important income tax case affecting Scottish traders 
was decided by the House of Lords in March last. The 
question was as to the admissibility of allowing deduction 
from profits of owners’ rates already deducted in assess- 
ment under Schedule A. The relevant clauses in the 
Income Tax Act, 1918, are Schedule A to V, Rule 4, 
Schedule D, Cases I and II, Rules 8 (a) and 5. 

The case was that of the Inland Revenue v. Scottish 
Central Electric Power Company, on an a by the 
Inland Revenue against a decision of the First Division 
of the Court of Session, and was heard before Lord 
Hailsham, Lord Warrington of Clyffe, Lord Atkin, 
Lord Thankerton and Lord M on June 20th, 
28rd and 24th, 1930. Pied 


In delive judgment on the appeal, the House 
of Lords (Lord Atkin dissenting) sustained the appeal, 
holding (reversing the judgment of the First Division) 
that the rates paid by the company as owner of its mills 
and of the land on which the mills were erected (which 
had already been deducted by the company in computing 
its profits assessable to income tax under Schedule A) 
could not be deducted in the computation of its profits 
assessable to income tax under Schedule D in that 
under Rule 3 of the Rules applicable to Cases I and II 


of Schedule D of the Income Tax Act, 1918, no sum could 
be deducted other than money “ wholly and exclusively 
laid out or expended for the purposes of the trade,” and 

by the company in its character of landlord 


that rates 


were not an outlay of the company in its character of 
trader, and accordingly did not fall within the category 
of permitted deductions. 


otes on Legal Cases. 


INSOLVENCY. 
Blakey v. Pendlebury’s Trustees. 


Assigning Benefit of Hire-purchase Agreements. 

A trader carried on the business of hiring out pianos 
by means of hire-purchase agreements under which the 
hirer agreed to pay the trader a monthly sum in advance 
so long as the hiring agreement continued. On the pay- 
ment of a specified amount in these instalments the hirer 
became the owner of the piano. The trader agreed to 
assign the benefit of these agreements but no notice of 
the assignment was given until after he was adjudicated a 
bankrupt. 

It was held that the monthly sums which, after the 
commencement of the bankruptcy, had or would become 
payable in advance under the hire-purchase agreements 
if the hirer continued the hiring were debts growing due 
to the bankrupt in the course of his trade or business 
within sect. 38 (c) of the Bankruptcy Act, 1914, and were 
therefore properly divisible among the bankrupt’s creditors 
as being things in action “ at the commencement of the 
bankruptcy in the possession, order or disposition of the 
bankrupt, in his trade or business, by the consent and 
permission of the true owner” within that section. 

(C.A.; (1981) W.N., 156.) 


EXECUTORSHIP LAW AND TRUSTS. 
In re Veale. 
“* Free and Clear of all Taxes and Incumbrances.” 

Bennett (J.) held that a will giving a rentcharge free 
and clear of all taxes and incumbrances whatsoever, 
does not entitle the beneficiary to the rentcharge free of 
income tax and sur tax. 

(Ch. ; (1931) L.J.N., 442.) 


MISCELLANEOUS. 
Mills’ Conduit Investments, Limited, v. Denholm, 
Harsh and Unconscionable Transaction. 

By sect. 10 of the Moneylenders Act, 1927, where in 
any proceedings in res of money lent by a money- 
lender it is found that the interest charged exceeds the 
rate of 48 per cent. per annum, the Court shall, unless the 
contrary is proved, presume that the interest —- is 
excessive and that the transaction is harsh un- 
conscionable. 

It was held, in a case where the interest charged 
exceeded 48 per cent., and the defendant consented to 
judgment, that such consent did not relieve the Court of 
the duty of enforcing the presumption in the absence 
of proof to the contrary thereof, and that the Court was 
not entitled by reason merely of such consent to enter 
judgment in accordance therewith. 

(C.A.; (1981) W.N., 167.) 


Royal Bank of Scotland v. Skinner. 
Customer and Overdraft. 

A law agent opened a banking account on behalf of a 
disclosed client, the account being designed to carry on a 
business belonging to the client. The law agent kept the 
eneige and had general control of the account. The 

allowed the account to be overdrawn. 

The Court of Session held that the law agent was not 
liable to the bank for the overdraft. 

(S.C. ; (1981) S.L.T., 382. ' 
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REVENUE. 


Merrifield v. Wallpaper Manufacturers, Limited. 


. Separate Sources of Income. 

A number, of 5 per cent. National War Bonds, 1928 
(third series), were on December Ist, 1924, converted into 
5 per cent. War Loan Stock, 1929-47. The holder in 
the following year purchased additional 5 per cent. War 
Loan Stock, 1929-47. Both the 5 per cent. National 
War Bonds, 1928, and the 5 per cent. War Loan Stock, 
1929-47, were securities issued under the War Loan 
Acts. A question arose whether they were of the same 
class or source for the purposes of Rules 1 and 2 applicable 
to Case III of Schedule D of the Income Tax Act. The 
holder contended that they were the same source, and 
that therefore the assessment for the year in question 
should be computed on the basis of the income arising 
within the year preceding the year of assessment. Phe 
Crown contended that the income arising from 5 per cent. 
National War Bonds and 5 per cent. War Loan Stock 
was income arising from different sources, and that 
therefore the assessment for the year in question ought 
to be computed on the income of the year of assessment. 

It was held as the National War Bonds and the War 
Loan Stock were securities issued under the War Loan 
Acts, 1914 to 1917, the interest arising from those 
‘securities arose from the same source and ought not to be 
split up for the purpose of charging income tax. 

(K.B. ; (1981) 2 K.B., 143.) 


Anglo-Persian Oil Company, Limited, v. Dale. 


Payment of Compensation for Termination of Agency. 

A company paid to its agents the sum of £300,000 as 
part of an agreement to terminate a contract of agency. 
The sum was treated by the company in its books as a 
revenue payment, and was charged to revenue in instal- 
ments of £60,000 for each of the next five years. Upon a 
claim by the Crown that these sums were not permissible 
deductions from the company’s profits for the purpose of 
ascertaining its liability to income tax, the Special Com- 
missioners supported that view, but Rowlatt (J.) reversed 
their decision, holding that the company was entitled 
to deduct them. 

It was held by the Court of Appeal (1) that the question 
was not a pure question of fact — which the finding of 
the Special Commissioners would be binding ; (2) that the 
company, by ridding itself of the agency, was not enlarging 
its operations nor improving its goodwill. It was not 
bringing into existence an asset or an advantage for the 
enduring benefit of a trade. It was making payments in 
lieu of the payments which would, if the agreement had 
not been made, have been paid to the agents as com- 
mission. The payments were analogous to payments 
which might, in the ordinary course of business, have been 
made for the cancellation of a contract to supply the 
company’s products, and they were, therefore, payments 
attributable not to fixed but to circulating capital, and 
so might properly be debited to revenue account. 


(C.A.; (1981) 47 T.L.R., 487.) 


Anderton & Halstead, Limited, v. Birrell. 


“* Discovery” by Surveyor. 

The allowance by an Inspector of Taxes of a debt as 
bad for purposes of the creditor’s assessment to income 
tax under Schedule D does not bind the Crown con- 
tractually ; nor is an assessment not appealed against 
conclusive against the surveyor as it would be if an appeal 
against the assessment had been determined (though, 
semble, such determination would not preclude an addi- 
tional assessment). But in order to justify an additional 
assessment there must be a “ discovery ” by the surveyor 
that properties or profits chargeable to tax have been 
omitted. 

“* Discovery ” does not mean a mere of i 
but the ascertainment of facts which, if they had been 


Said when the first assessment was made, would have 


increased it. What the statute requires is not a prophecy 
to be judged by after events, but an estimate of the value 
de presenti of the debt for a profit and loss account. 


(K.B. ; (1931) 47 T.L.R., 528.) 


Thompson v. Trust and Loan Company of Canada- 
Deduction of Tax from Coupon Interest. 

A financial trust company purchased Treasury bonds 
cum coupon and simultaneously sold the same amount 
ex coupon. They cashed the coupons next to be paid, 
receiving the interest due, less income tax, which was 
deducted under Schedule C. 

It was held that the company were not bound to bring 
the balance of interest into account as a profit or gain 
taxable under Schedule D. 

(K.B.; (1931) 47 T.L.R., 525.) 


Forth Conservancy Board v. Commissioners of 
Inland Revenue. 


Income Tax on Shipping Dues. 

The appellant board was constituted by the Forth 
Conservancy Order Confirmation Act, 1921, for the pur- 
pose of regulating and improving the navigation of the 
upper portion of the Firth of Forth. Under that Act 
the board were authorised to levy shipping dues from the 
owners of ships using the River Forth, and those dues 
constituted the sole revenue of the board. The balance 
of the dues, after providing for all expenses, was subject 
to the express provision that it should be applicable to 
such purposes and in such manner for the purpose of the 
undertaking as the board might determine. 

It was held by the House of Lords that the board 
was rightly assessed to income tax under Case VI of 
Schedule D in respect of such balance, as it constituted 
** profits — ” and the purpose to which it was 
applied could not affect the liability to tax. 

(H.L. ; (1931) 47 T.L.R., 429.) 


Keren Kayemeth le Jisroel, Limited, v. 
Commissioners of Inland Revenue. 

Charity. 

The Court of Appeal affirmed the decision of Rowlatt (J.) 

(see I ated Accountants’ Journal, April, 1931, p. 290), 

and held that a Zionist association formed for the purpose 

of settling Jews in the Holy Land was not a charity and 

therefore not exempt from income tax. 

(C.A. ; (1981) 47 T.L.R., 561.) 


Lord Glanely v. Wightman. 
Stud Farm. 


The appellant owned a stud farm and was assessed to 
income tax under Schedule B in respect of the occupation 
of the land. He was also assessed under Schedule D in 
respect of fees paid for the services of his stallions. 

It was held that, as there was a practice of earning the 
fees, this constituted a trade separately assessable under 
Schedule D, and that it was not to be treated as a see of 
the composite undertaking of breeding and racing horses. 
(K.B. ; (1931) 47 T.L.R,. 462.) 


Institution of Civil Engineers v. Commissioners of 
Inland Revenue. 
Charity. 
The Court of Appeal held that the Institution of Civil 
Engineers is in law a charity, and therefore is exempt 
from income tax. 
(1981, 47 T.L.R., 466.) 
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ADVERTISEMENTS. 


A SELECTION FROM 
MACDONALD & EVANS’ LIST 


Two Important Books published 

under the auspices of the Council 

of the Incorporated Secretaries 

Association :— 

HIGHER BOOK-KEEPING AND 
ACCOUNTS 


By L. C. CROPPER, F.C.A., 


ee es Seats san, 
the Royal Society of Aris, ec. 


- Large Crown 8vo, Ps na ON Fourth Edition. 
net. 


Based upon the Companies Act, 1929. 
A KEY TO THE EXERCISES 
Demy 8vo, 340 pp. Price 21s. net. 


and 
A MANUAL OF SECRETARIAL 
PRACTICE 


By F.D. HEAD, B.A., Barrister-at-Law, 
F. P. FAUSSET, M.A., LL.B., Barrister-at-Law. 


AND 


H. A. R. J. WILSON, F.C.A., F.S.A.A., F.LS.A. 

| Demy 8vo, 797 pp. Price 12s. 6d. net. 

SECOND EDITION 

This Edition is based upon the latest legislation, 
including the Congaees Act, 1929. 
The Accowntant says: “‘ This manual is the most 
complete exposition we have seen of the duties 
attaching to Secretarial Practice. 

THE 

PRINCIPLES OF INCOME TAX 


By E. M. TAYLOR, F.C.A., F.S.A.A., and V. H. M. 
BAYLEY, ACA., AS.A-A. 


Demy 8vo, 163 pp. Price 5s. net. 


SECOND EDITION 
Based upon the Finance Act, 1931. 


THE ELEMENTS 


OF COMMERCIAL LAW 
By H. W. DISNEY, B.A., Barrister-at-Law (late 
one of the Magistrates of the Police Courts of the 
etropolis). 


M 
Crown 8vo, 247 pp. Price 3s. 6d. net. 
This Fourth Edition has — reset and enlarged, 
and has been revised by M. R. Emanuel, M.A., 
B.C.L., Barrister-at-Law. It is based upon the 
latest legislation. 


ELEMENTARY BANKING 
By H. P. SHELDON, Cert. A.I.B. 
Demy 8vo, 313 pp. Third Edition. 7s. 6d. net. 
This book contains the full text of the Bills of 
Exchange Acts, 1882, 1906 and 1917, and is on the 


list of books recommended man of the Institutes 
of Bankers. by ¥ 
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MACDONALD & EVANS 
8, JOHN 8T., BEDFORD ROW, LONDON, W.C.1 


A.S.T.I. HONOURS 


MAY 1931 SOCIETY EXAMS. 


SECOND PLACE 


FINAL EXAMINATION 


SECOND PLACE 


INTER EXAMINATION 


FOURTH PLACE 


INTER EXAMINATION 


SEVENTH PLACE 


INTER EXAMINATION 


PREVIOUS RESULTS. 


1930 
SECOND PLACE — Final. 
SECOND PLACE — Inter. 
SEVENTH PLACE — Inter. 


1929 
SECOND PLACE — Final. 
THIRD PLACE — Inter. 


FOURTH PLACE — Final. 


SIXTH PLACE W— Final. 
1928 

THIRD PLACE — Final. 

FIFTH PLACE — Inter. 


SEVENTH PLACE — Inter. 
1922—1931 (May). 
1 6 FIRST, SECOND 1 6 
& THIRD PLACES 
together with 


OTHER HONOURS 
PLACES. 


NUMEROUS 


A free prospectus of the Correspondence 
Courses (under the direction of Messrs. 
Alban & Lamb) will be sent upon applica- 
tion to The Accountancy & Secretarial 
Training Institute, Ltd., Imperial House, 
Kingsway, London, W.C.2, or Central 
Chambers, Newport, Mon. 
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TELEPHONE 
AVENUE 7543 (e:x cies). 


To be well-informed on all current 
financial affairs read 


The Financial Bews 


on sale at all bookstalls and the principal newsagents throughout 
the country. 


Editorial and Business Offices : 
14, 18 & 20, BISHOPSGATE, LONDON, E.C. 2. 


TELEGRAPHIC ADORESS 
FINEWS, STOCK, LONDON. 


The Society of 
Incorporated Accountants and Anbditors 


EXAMINATIONS. 


FINAL py Poem tag an 
November 3rd, 4th and &th, 1931. 
SUBJECTS.— Advanced Accounting, including 
Executors ; Auditing and the General Duties of Professiona!] Account- 
ants ; Costing Accounts; Statistical Methods ; General Knowledge 
in ‘and Finance ; the Law relating to Joint 
including 


Partnership Law ; the Powers and i Mereantie, Low, T 
p Law; o tors, Trustees, 
Economics. 


Executors and ih. 4H. and Elementary 


INTERMEDIATE EXAMINATION, 
November 4th and 5th, 1931. 


SUBJECTS.— Book- and Accounts, including Partnership and 
Executorship Accounts; General Commercial Knowledge ; Cost 
Accounts ; Law ; the Powers and Duties of Liquidators, 


Trustees, Executors and Receivers. 


PRELIMINARY EXAMINATION, 

November 2nd and 3rd, 1931. 
SUBJECTS.—Enciisn, comprising spy Ope | One Paper on General —— 
including the main outlines from Tudor 

Period to the present time, and General phy ; (b) An Essay ; 
(c), General Questions testing knowledge of Ex 
and English Literature. One Forrron Lanovace, com 
French ch, German or Latin (to be eslected by the Condidate) THE- 
matics, comprising Arithmetic, Algebra, and Geome 
Candidates may be exempted from the Preliminary al 
production of Certificates of hoviek of A 
approved bodies, a Het of which enn be hed on application. 
* The Examinations will be held at 
LONDON, MANCHESTER, CARDIFF, LEEDS, 
GLASGOW, DUBLIN, BELFAST, CAPE TOWN, 
8 SS AND sre ao 


py be obtained of the Secre- 
eae ag chy ictoria Embankment, W.C.2. 
ge om Day FOR RECEIVING ApPpLicaTions, Serremser 207Tu, 1931. 


NOTE.—Complete sets of past Examination Papers may be obtained of the 
Secretary, price 1s. per set. 


3,000 MEDALS and PRIZES 


have been secured at recent Public Examinations 
by Candidates who have used 


THE STUDENT'S 


COMPLETE COMMERCIAL 
1,030 


BOOK-KEEPING, i: 


ACCOUNTING ~ BANKING 


By ARTHUR FIELDHOUSE, Accountant, 

~ 66, Trinity Street, Huddersfield, Yorks, 
who will forward copy Index, containing 2,000 References, 
on receipt of post addressed to Box A27, Huddersfield. 


NEW EDITION —THIRTY-NINTHI!I! 
1,030 pp. 400 EXERCISES. KEY ready. 
Price 7/6; Post Free 8/-. 1,000,000 Copies Sold. 
It is the only RELIABLE, COMPLETE and UP-TO-DATE GUIDE 
to all EXAMINATIONS, and includes 1930 EXAM. PAPERS 


i Law,’ 

tors’ Legal % 

editions are exhausted as rapidly, at the rate of one per 

onm, of > © ene = We are not aware >f 
lication, issued at same price, 

an Be in which the 


PUBLISHED BY 


FIELDHOUSE, P.0. BoxA27, Huddersfield; or SIMPKINS, London 


Of all Booksellers and GEE & CO., 41 Moorgate, E.C.2 
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INDISPENSABLE THE 
FOR BINDING 

LOOSE FOLDED 

SH EETS—securely e a 
and without damage. : 


Sheets inserted, re- 


sive aad thetged ; BINDER 


in an instant. The « Flyleaf” is an entirely new 

; Binder for folded sheets, 
Felied chews oe. SG bv such as MSS., ysis Paper, 
which are fitted into an Music, etc., without cutting, punch- 


: ing, or in any way injuring the 
binder, ‘Fo change the sheets original copics. 


oes de eee To Accountants and Business Men 
i Be Seouaieas shee Ge Ar it is invaluable. Within one cover 
and replaced, in any order, YF 4 Na any variety of the Guildhall 200 
pa nf: il % Stock Patterns of ruled sheets can be 


kept for instant reference. Sheets 
cannot be damaged or torn, and 
there is no wasteful binding edge. 
The Accountant can keep to 
all his working papers relating to 
a particular audit ; the business 
man can keep all kinds of 
notes, fi information, 
uananial’ ready at hand 
for instant reference. 
Bees» SS _ —., The Flyleaf Binder is not a binder 
2 ANE Pes. for single sheets but is designed to 
te - ' ° - ae © ae hold 4-page or fly sheets. It will 
ltd se >: ae hold any number from one to fifty 
. < folded sheets as compact and flat as 
iar : STOCKED IN THREE SIZES: 
ae Foolseap Foolseap Sheet anda third Foolscap Sheet and a balf 
(123” x 8”) (128 X 11”) (123” x 12”) 
7/6 9/- 10/6 
Postage 94. extra 


TOLLIT & 
ccna FARVEY,.. 


Bush House, Strand, W.C.2 


18 Victoria Street, S.W.1 The Ruling House 


re pect Le go ™ al a 4 
| J a 7 
_——_ So | ey 
a ae eS ete 
- ~ 
| TISEMENTS. 
| ADVER 
ne 
‘a 
ye 
Ya 
t 
es e2Ff 
a8 
eee 
dtl 
ee a 
see 
ae 
“* 
ll 
| = © 
. é 4 Boi? ay “an “Sa ES. 
; ; ‘e 3 . ae ua 
Serie 5 ee ie 
Si ee, i 
Pa 


ADVERTISEMENTS. 


Specialised Postal CoachingService 
For the PRELIMINARY, INTERMEDIATE and FINAL EXAMS. of the 


INSTITUTE and SOCIETY 


The M itan College Ac- That the Coaching provided by the 
countancy Examination Courses Metropolitan College constitutes 
Hy sonally conducted by Mr. a most reliable means of achiev- 
B.G. Vickery, canal vane ed ing complete success at the exam- 
ean —— inations is clearly evidenced by 
me the excellent record of Results 
obtained by M.C. students at the 
Moy half-yearly examinations of the 
Institute and Society—thus : 


DURING THE LAST FOUR YEARS 


i.e. to 1931, Metropolitan College C.A. (Eng. & 
Wales) a S.A.A. Examination Students have won :— 


43 HONOURS 


including 
11 FIRST PLACES 


4 SECOND PLACES - - 6 THIRD PLACES 


and, in addition, 
THE “INSTITUTE” PRIZE 
2 “FREDERICK WHINNEY” PRIZES 
“ROBERT FLETCHER” PRIZE | 
“W. B. PEAT” PRIZE & GOLD MEDAL 
SOCIETY’S GOLD MEDAL 


OVER 1,650 SUCCESSES 


and Incorporated Accountants 
(most of wi are honoursmen) 
and many Barristers - at - Law, 
University Graduates in Laws, 
Economics, &c. 


Write or Call TO-DAY for a free copy of the College ‘‘Accountancy Prospectus.” 


LONDON: 40-42, Queen Victoria St., E.C.4 (City 6230). BELFAST: 7, Bedford St. BIRMINGHAM: 33, Newhall St. 
BLACKPOOL: $8 Bhtey 90 BRADFORD: 40, North Parade. BRISTOL: 26, Broad St. CARDIFF: sy 
: 9 : 


- METROPOLITAN COLLEGE 
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ADVERTISEMENTS. 


PITMANS IMPORTANT REFERENCE BOOKS 


FOR ACCOUNTANTS 
AND BUSINESS MEN 


PRACTICAL 
DIRECTORSHIP 
By Henry E. Colesworthy, A.C.A.,A.S.A.A. 


The new edition of this valuable practical guide 
to the duties of a Company Director has been 
greatly enlarged, thoroughly revised and re- 
throughout to facilitate reference. 
The work contains a wealth of information and 
advice on problems of finance and administration, 
and incorporates full references to recent legis- 
lation, particularly to the Companies’ Act, 1929. 
Second Edition. 
284 pp. 10/ G net. Demy 8vo. 


JUST OUT. 


INCOME TAX HANDBOOK 
FOR COMPANY SECRETARIES. 
By C. W. Chivers 

A general survey of income tax and sur-tax 
matters for the use of accountants and secre- 
taries. The work deals with the difficulties 
that constantly arise in this phase of the 
accountant’s work. Specimen forms and tables 
are included, together with a schedule of agreed 
normal rates of depreciation for income tax 
purposes. 

160 pp. G/= net. Demy &vo. 


MANAGEMENT 
By J. H. Bennetts, A.1.0.B. 


This is an informative and practical handbook 
for all engaged in executive positions in a 
building concern, and for those responsible for 
the conduct of building work in any capacity. 
The chapters on Book-keeping, Costing and 
Estimating will be particularly valuable to those 
concerned with the accountancy department of 
a builder’s business. 


234 pp. 10/6 net. Demy 8vo. 


MODERN OFFICE 
MANAGEMENT 
By H. W. Simpson, F.C.LS. 


A complete manual of information on efficient 
and economic management which should be 
read and studied by every business man who is 
in any way concerned with office organization 
and control. “An unusually practical and 
comprehensive handbook.’’—Financial News. 


336 pp. 7/6 net. Demy 8vo. 


BILLS, CHEQUES AND NOTES 
age Fifth Edition revised and by 
L. Le Marchant Minty, Ph.D., B.Sc., B ° 
LL. B., Barrister-at-Law. : 
A clearjand accurate statement of the law re- 
lating to,these documents. 
Demy 8vo., cloth gilt, 244 pp. Ss. net. 


SHARE TRANSFER AUDITS 
Reginald A. Davies, A.C.LS. 
practical guide incorporating share registra- 
tion work and references to the relevant sections 
of the Companies Act, 1929, etc. 
Crown 8vo., cloth, 96 pp. 3s. 6d. net. 


SECRETARIAL BOOK - KEEPING AND 
ACCOUNTS 
By H. E. Colesworthy, A.S.A.A. 
Presents a clear explanation of the subject, with 
examples from actual practice. 

Demy 8vo., cloth, 364 pp. 7s. 6d. net 


INVESTIGATIONS: ACCOUNTANCY 
AND FINANCIAL 
By J. H. Burton, Incorporated Accountant. 
Deals with the methods and principles of in- 
vestigations as made by auditors, accountants 
and business executives. 

Demy 8vo.,"cloth Gilt, 172 pp. 6s. net. 


FULL DETAILS POST FREE. 


Order from a Bookseller or direct from 


SYR ISAAC PITMAN & SONS, LTD., 
PA'IRKER STREET, KINGSWAY, LONDON, W.C.2. 
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ADVERTISEMENTS. 


City of London College 


ROPEMAKER ST., MOORFIELDS, E.C.2. 


Department of Professional Studies : 
Head of Department—Dr. E. C. McWILLIAM, F.C.A. 


Complete Courses of Lectures 
in preparation for the examinations of the 
INSTITUTE AND SOCIETY 


ENROLMENT for next Session :— 
16th & 17th September, 1931 (6 to 8 p.m.) 


REVISION CLASSES are also held 


A BOOKLET containing time-tables and 
syllabuses of the courses is obtainable from 
the Secretary. Please state whether Insti- 
tute or Society. 

Single-subject Classes may also be taken 
in Income Tax, Company Accounts, Costing, 
Statistical Methods, Executorship, &c. 


For over 80 years 


WHEATLEY KIRK, | 
PRICE & Co. | 

have Specialised in 
VALUATIONS, 
PRIVATE TREATY and AUCTION SALES | 


of | 

Manufacturing Works, Plant & Equipment | 
OF EVERY KIND, 

which is their justification for soliciting your 

patronage and an assurance of giving satisfaction. 


Their experience in connection with Company | 

Flotations, Liquiaations, Receiverships, Re- 

organisations, Reduction of Capital, etc., is 

extensive and available to those interested 
in such matters. 


———+ 
ACCURATE geet eee EXCELLENT 
and SEE TEE! PAPER 
DISTINCT — HES SUPERIOR 
RULING SHEE BINDING 
Searels 
ii Ui 


SHAW 


& 


SONS 


LIMITED 


STOCK OVER 5O DIFFERENT RULINGS 
ANALYSIS and ANALYTICAL CASH BOOKS. 
PRICES (eecaie SHEETS 
SAMPLE BOOK OF RULINGS ON REQUEST. 


FROM 4/6 
2/= per quire. 


7 GHAW & 


LIMITED. 


SONS THE ACCOUNTANT’S PRINTERS AND STATIONERS, 
, 8 & 9, FETTER LANE, LONDON E.C.4. 
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4 LONDON: 46, WATLING STREET, sal 
ANALYSIS BOOKS and PAPERS. 
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ADVERTISEMENTS. 


READY SEPTEMBER. 


The most authoritative Text Book 


INCOME TAX 


By SPICER & PEGLER. Eleventh Edition. 


_ Edited by H. A. R. J. WILSON, F.C.A., F.S.A.A. 


Ts edition maintains the high standard of Text 

Books for which the Authors are renowned. 
Fully-worked illustrations are included on every phase 
of this complicated subject, embodying the valuable 
practical concessions made by the Revenue. 


| The Provisions of the Finance Act, 1931, are 
included, together with most recent case decisions. 


PRICE 10/6. POST FREE U.K. 11/3. | 


H.F.L. (PUBLISHERS) LTD. | 


| 
| 
| 


Complete List of Accountancy and Law Pustications free :— 


17, IRONMONGER LANE (CHEAPSIDE), LONDON, E.C.2. 


Telegrams: “FOLYNCOBUK, CENT, LONDON.” Telephone: METropolitan 6320. 


— 
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THE 


GUARANTEE SOCIETY LTD. 


FIDELITY GUARANTEED IN ALL SITUATIONS OF TRUST. 


COURT BONDS 


AT MINIMUM RATES 
Indemnities issued in respect of Lost Documents, Defective Titles, &c. 


Head Office: SUN COURT, CORNHILL, LONDON, E.C.3 _, Telephone: 
(ate of 19, Birchin Lane, E.C3,) 
BRANCHES IN MOST PRINCIPAL TOWNS. 
COMMUNICATIONS INVITED FROM THOSE ABLE TO INTRODUCE BUSINESS. 


HERBERT E. DAVIS, F.S.A.A. Honours (2nd Place Final) 


(Successor ¢, Clinch & Legge) 115, MOORGATE, E.C. 2. 


Special Coaching for Inter. and Final C.A. and A.S.A.A. 


Courses are desi for those students who find that ordinary class or correspon- 
not assist them sufficiently, and require more personal attention. 


The following are extracts from some of the numerous letters received from students who have taken these courses :— 
write and thank you for the trouble and pains | “ I have a very great deal to thank you for and I do thank you. You 
Account- pepe me mney py eget By Lp 
Students. Once again thanking you for the very energetic 
pd useful manner in which you pushed me through the recent Final.” 
vali PP am Seats any GER SR he See eS 
first attempt with you and to take 50th place, an eloquent poms better grounding of accountancy knowledge than I 


Tels London Wall 1191. 


A BOOK EVERY ACCOUNTANT SHOULD POSSESS. 


INCOME TAX LAW. 


INLAND REVENUE TEXT-BOOK FOR THE PUBLIC. 


2nd Edition, 1981. 


A new edition of the Income Tax Acts is 
now in prepatation. This volume is being 
prepared by the Board of Inland Revenue 
primarily as a departmental text-book for 
the use of the Board’s inspectors of taxes, 
and the public. 

The edition contains the Income Tax Act, 
1918, as amended, and the Income Tax pro- 
visions of the Finance Acts, 1919 to 1831. 
Explanatory footnotes are provided throughout, 
linking up the provisions of the Acts with 
cognate provisions in later Acts. Tables show- 
ing rates of income tax from the year 1894-95 
and rates of super tax from the year 1909-10 


are given, and the volume contains a very 
detailed index. 


For the benefit of the users of the book it is 
intended to issue each year a special print of 
the income tax sections of the Finance Act for 
the year (with marginal paragraph numbers 
and page headings similar to those adopted in 
the volume itself) which can be inserted in its 
proper place in the book by means of “ guard” 
sheets provided for this purpose. In addition, 
there will be issued each year either a supple- 


* ment to the index (each Y pt supplement 


incorporating that issued in preceding year) 
or a complete reprint of the index. 


ORDER YOUR COPY IN ADVANCE BY FILLING IN THE ORDER FORM BELOW 
Te WYMAN @& SONS, LTD., 


109, Fetter Lane, LONDON, E.C.4. = (Telephone : Holborn 3782) 
meg of the Income Tax Law Book, 1931, and note to send the 


Name 
Address 
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ECONOMY 
and PROTECTION 


‘THESE Sankey-Sheldon 
cupboards with “ pigeon- 
holes” are easily the best and 
safest way of filing papers for 
which the _ vertical filing 
system is unsuitable. Docu- 
ments are protected against 
fire, damp and dirt, and are 
immediately available. 
Sankey-Sheldon Steel 
Cupboards cost even less than 
hardwood cupboards and they 
last practically for ever. 


BRITISH MADE STEEL FURNITURE 


HARRIS AND SHELDON UC°RJOSEPH SANKEY AND SONS (”* 
46 CANNON STREET LONDON E C 4 BMADLEY CASTLE WORKS WELLINGTON SALOP 


Write to Sankey-Sheldon (Harris & Sheldon, 
Ltd.), 46, Camnon Street, London, E.C4, for 
Folder No. AJ.3, which contains full particulars 
of Sankey-—Sheldon Steel Cupboards. 

Telegrams : Telephone : 
Sankeshel, Cannon, London. Central 8656 (3 lines). 


Branch Showrooms and Offices : 
BIRMINGHAM: 31, Stafford Street (Central 6547). 
MANCHESTER: 28, St. Mary’s Parsonage, Deansgate 

(Central 6345). 

GLASGOW: 46, Mitchell Street (Central 2098). 
EDINBURGH: 72, Hanover Street (Tele. 20054). 
LIVERPOOL: Burton’s Buildings, Church Alley, Church 

Street (Royal 1085). 

LEEDS: 80a, Albion on (Tele. Leeds 20341). 
LEICESTER: Lloyd’s Bank High Street 

(Tee. 60572). 

BRISTOL: 55, Corn Street (Tele. Bristol 1556). 
CARDIFF: 98, St. Mary Street (Tele. 5422). 
DUBLIN: 15, Wicklow Street (Tele. 22065). 


MARCY’S LTD. 
Established 30 years. 
Wm. NICHOLS MARCY, 

Sr Cia 


(Managing 
(ST. PAUL’S AND CAMBRIDGE 
88, CHANCERY — LONDON, W.C.2. 


County Chambers, Corporation Street, Birmingham 


Coaches for Preliminary 
Examinations of the Institute 
and Society. 


RESULTS. 
June 1919—June 1930. 

760 out of 879 Successful. 
June 1930 28 out of 35 Successful. 
Nov. 1929 35 out of 42 Suceessful. 
May 1929 34 out of 42 Successful. 
Nov. 1928 39 out of 46 Successful. 
May 1928 37 out of 42 Successful. 
Nov. 1927 40 out of 46 Successful. 
Nov. 1926 37 out of 49 Successful. 


ee ee eee One 
been secured NINE times. 


Che Institute of Arbitrators 


(Incorporated ). 


ee ee ee we eneeay ae 

and facilitate the practice of the settlement of 
disputes by Arbitration. It also affords an opportunity 
for those versed in Arbitration to meet and discuss the 
problems which arise, and for the younger members of 
other professional bodies, through the study necessary to 
pass the Associateship examination of the Institute, to gain 
a greater insight into procedure and practice in Arbitration. 

Apart from the professional classes of Membership, 
namely, Fellows and Associates, who are qualified to act 
as Arbitrators and Specialists, there is a class of 
Subscribing Members. This class of Membership 
is open to all who are interested in arbitration and the 
furtherance of the fundamental idea of the settlement of 
disputes by this means. Subscribing Members have 
the right of attending lectures, discussions, &c., but 
have no right in the management of the Institute, 
nor the use of any descriptive initials. 


Full particulars of all the Membership classes may be 
obtained upon application to the Offices at 10, Norfolk 
Street, London, W.C.2. 
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ADVERTISEMENTS. xiii 


H. FOULKS LYNCH & CO. {% 


W. W. Bigg, F.C.A., A.S.A.A. C. A. Sales, LL.B. (Lond), F.S.A.A. H. A. R. J. Wilson, F.C.A., F.S.A.A. 


A REAL TEST OF EFFICIENCY 


To AT THE LAST - TO 
MAY 1931 - SIX HALF-YEARLY EXAMINATIONS MAY 1931 
OF THE 


Society of Incorporated Accountants and Auditors 


COMPARE 


PERCENTAGES OF PASSES 


based on 
{ALL CANDIDATES ... jan nail 51% 
with those based on 
*Every Pupil presented by theCompany 6] % 
and those based on 


Fates gre haat tt te Geceears 4 % 6 7 » 4 or failed, ie. ALL reasonably aitigent Pople } Eg 


53% “Without exception—IRRESPECTIVE of the degree of 


10, IRONMONGER LANE (Cheapside), LONDON, E.C.2.  sersorctiris son 


*UUMEUERNDAADUAAEDUNELAAEUAUELADECUOULADNLOUUEOEUEGEUEGDLADELEDSUEDELADEUEDEGEELANNEEE NUDE UCU ET EUUANA LANE TA ETE TE NATTA a eae ae | 


Accountants who require— 


INDEMNITY INSURANCE gains: 

claims for alleged negligence, 

of papers, 

PENSION SCHEMES for themselves or 

their clients, 

MOTOR INSURANCE — special policy 

for Accountants in particularly attractive terms, 
Should apply to— 


MUIR BEDDALL & CO., LTD. 


Incorporated Insurance Brokers, 
37, GRACECHURCH STREET, LONDON, E.C.3 


49, KING STREET, MANCHESTER 
AND AT PARIS AND MONTREAL 


Ts MMUNNNHEANNNUNNONDONHDNONOEAUNHONOEDOOD EN oHesoNdoOOeNdoNdaOtoOoOOodonnadendsvonvonnondnventendonndevdondovsnvevdnnonnonsevdnnovnennegnenen 
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ADVERTISEMENTS. 


Re IS THE COMPLETE STOCK OF ALL 


BOOKS REQUIRED BY THE PROFESSION. 


STUDENTS’ BOOKS as recommended 
by the leading coaching establishments 
are obtainable on demand. 


IF you cannot call, Messrs. 
GEE & CO. (Publishers) 
LTD. will be pleased to 
answer your enquiries by 
post, or telephone. A 
recommended book 

will save you much 
time and trouble. 


CATALOGUES 
will be forwarded 
post free on request. 


THE CITY LIBRARY Ae: 


GEE & CO's INSTITUTE OF 
(of GEE & CO. (Publishers) Ltd.) a1, MOORGATE ASCOUNTANTS 
41, MOORGATE, LONDON, E.C.2 bb 


Telephone: METROPOLITAN 7786 ‘ vy 
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ADVERTISEMENTS. xv 


GOLD MEDAL TRAINING 


The Society Gold Medal for 1930 was awarded to a student 
of The School of Accountancy. As the 1929 Gold Medal 
was also gained by The School there can be no better evidence 
of the up-to-date efficiency of the training provided for the 
supreme test—the Final Examination. 


Society candidates should consider carefully :— 


* That this high standard of tuition is obtainable 
at most moderate fees, payable by instalments of 
£1-1-o monthly. 

* That the School’s Director of Studies is an 
Incorporated Accountant, First Place Intermediate 
and Final Examinations. 


* That Standard Text Books are prescribed in 
every case. 

% That The School has gained the Highest Honours 
in recent years, including 4th PLACE FINAL 


(May, 1931). 
S.A.A. EXAMINATION SUCCESSES 
1930 1929 
THE SOCIETY GOLD FIRST PLACE FINAL 
MEDAL for 1930 FIRST PLACE FINAL 
FIRST PLACE FINAL THE SOCIETY GOLD 
THIRD PLACE FINAL MEDAL for 1929 


TWO INTERMEDIATE HONOURS 


SPECIAL AUTUMN OFFER. 
Students enrolling now are allowed a special 
concession which effects a substantial reduction 

in the cost of training. 


1} —j 


THE SCHOOL OF ACCOUNTANCY | 


111, MOORGATE, LONDON, E.C.2 


eS: 


| 
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Every &.A.A. Candidate should investigate the methods of training 
which have brought such outstanding results. A postcard request 
will bring you a copy of the prospectus by return. 
* 
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ADVERTISEMENTS. 


MODERN BUSINESS EDUCATION 


M.B.E. (Tutors) Ltd. 


The most up-to-date and efficient organisation for preparing 
candidates for the professional examinations. 


Principals: 
JOSEPH LANCASTER, F.C.A. 
E. WESTBY-NUNN, B.A., LL.B. 


Assisted by: 
H. E. EVITT, Cert. A.LB. F. WHITMORE, B.Com. 


F. C. CONINGSBY, LL.B. L. R. ARMSTRONG, M.A., B.Se., A.C.LS. 


LONDON REVISION LECTURES 


A Special Series of Revision Lectures will be 
delivered by the Principals and their Assistants 
in the Lecture Room at No. 1, Budge Row 
during the months of September, October and 
November. Candidates preparing for the 
November Examinations are cordially invited 
to attend these Lectures without fee. 


For full particulars of Lectures and Correspondence Courses write to or call at: 
No. 1, BUDGE ROW, LONDON, E.C.4. 


Within a stone’s throw of the Bank, Mansion House and Cannon Street Stations. 


Telephone : CENTRAL 3520. 
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SOUND INFORMATION 

CORRECT FORECASTS 

IMPARTIAL OPINION 
in all matters of 


FINANCE, TRADE ana INVESTMENT 


Guardian Assurance Company Ltd. 


Head Office—68, KING WILLIAM STREET, E.C. 4. Law Courts Branch—21, FLEET STREET, E.C.4. 
PAID-UP CAPITAL, 81,024,578 | TOTAL ASSETS, £12,496,000. 


THE COMPANY TRANSACTS ALL THE PRINCIPAL 
CLASSES OF INSURANCE BUSINESS. 


Legal & Government Bonds. The “auarvian is in the front rank of Companies transacting Fidelity 
Insurance. The Company's Bonds are accepted by the High Court and all departments of H.M. Government. The usual 
Commercial Policies are issued on behalf of Secretaries, Managers, Cashiers, Clerks, &c. 


immediate issue of Cover Notes when required on behalf of ACCOUNTANTS as 
RECEIVERS (Chancery), BANKRUPTCY TRUSTEES, LIQUIDATORS, &c. 


ED 


Now the Standard Work on the 
DEATH DUTIES 


DYMOND’S DEATH 
DUTIES 


Important to Accountants 


IMMEDIATE Security for 
TRUSTEES IN BANKRUPTCY, 
RECEIVERSHIPS 


Comprising Estate, Legacy and Succession fia 
ee tus fe ae CONTROLLERSHIPS 
is granted by the 


Written by a Solicitor in the Estate 
Duty Office, “‘DYMOND’S ” has been 
held in high amongst text-books 
on the Death ties ever since it was 
first published in 1913, and can now 
claim to be the standard work. 
© accountant’s li is com 
without it. SIXTH EDITION 


Price 25s. net, or by post 25s. 9d. 


BRITISH LAW 


INSURANCE COMPANY LTD. 


Whose Fidelity Bonds are accepted by 
all Departments of H.M. Government 


Head Office : 


| 31 & 32, KING ST., CHEAPSIDE, LONDON, E.C. 2 


THE SOLICITORS’ LAW 


STATIONERY SOCIETY, LTD. 


LONDON : 22, CHANCERY LANE, W.C.2. 
27 & 28 Watsroox, E.C.4 49 Beprorp Row, W.C.1 
6 Victoria Street, S.W.1 15 Hanover Strext, w.l 


LIVERPOOL: 19 & 21 Nortn Joun Street 
GLASGOW : 66 Sr. Vincent Streztr 


ee a ee oe 9851 (6 lines). 
‘elegrams —" BRITLAW, CENT, LONDON.” 


Quotations for other classes of Insurance 
promptly submitted upon application. 
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High Class 
Printing 


CCOUNTANTS know the 
value of good printing. 

Our Works are equipped with 
up-to-date type and modern 
machinery, which enables us to 
produce the best work most 
expeditiously and at a minimum 
expense. Send us your next order, 
or ‘phone us and our representative 
will call at your convenience. 


Telephone ~- - HOP 5847-5848 


We specialise in Account 
Books, and carry an exceptionally 
large stock for immediate use. 


T. Whittingham & Co. L¢ | 


Printers, Stationers and 


Account Book Manufacturers 
35, Bucklersbury, London, E.c.4 


Offices &@ Works 
LONDON, S.E. 1 
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ADVERTISEMENTS. 


Thirty-Seventh Edition (1930). 20s. net, by post 21s. 


HANDBOOK 


ON THE 


Formation, Management, and Winding Up 


JOINT STOCK COMPANIES 


(Gore-Browne) 
By HIS HONOUR JUDGE HAYDON, M.A.;,K.C., and HERBERT W. JORDAN. 

The Companies Act, 1929, has necessitated an extensive revision of this standard work, the first 
edition of which appeared in 1866. The text has been largely re-written, and the edition now issued 
maintains the great reputation of this well-known book. 

This edition contains the new Regulations issued by the Stock Exchange Committee in connection 
with Grants of Permission to Deal in New Issues. 

cach eg: eh oral Me J person interested in companies we doubt if any book has achieved a 


higher reputation.”’"—La 


Twenty-First Edition (1931). 15s. net, by post 15s. 9d. 


THE LAW OF STAMP DUTIES 


on Deeds and Other Instruments. 
By E. N. ALPE, of the Solicitors’ Department, Inland Revenue, Barrister-at-Law. 
Révised and Enlarged by ARTHUR REGINALD RUDALL, of the Middle Temple, Barrister-at-Law, 


AND 
HERBERT W. JORDAN, Joint Editor of Handbook of Joint Stock Companies. 


“Owes its popularity to the extreme ease with which the stamp required on any particular document 
can be ascertained.”—Law Journal 


Seventeenth Edition (1930). Price 10s. net; by post 10s. 9d. 


COMPANY 
LAW AND PRACTICE: 


an Alphabetical Guide thereto. 
By HERBERT W. eummee Company Registration Agent 


STANLEY BORRIE, Solicitor. 


Thoroughly revised to accord with the provisions of The Companies Act, 1929. The Text of the 
Act is included, with a Comparative table showing the Sections of the old Act and the corresponding 
Sections of the new Act. The Winding Up Rules applicable in a Voluntary Winding Up are also included. 

“‘Furnishes the practitioner with just the ready and exact information he requires for advising on 
Company matters.""—Solicitors’ Journal. 


JORDAN & SONS, LIMITED, 


LAW PUBLISHERS, COMPANY REGISTRATION AGENTS, 


116 to 118, Chancery Lane, London, W.C.2 


City Branch: 13, Broad Street Place, E.C.2 
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She Hina 


For nearly 40 years The Financial Times has specialised daily in providing financial information 
in all its various phases, and to-day it is a journal of unique character. From its pages the 
investing and speculative public obtain a wealth of expert and specialised opinion, with an array of 
financial facts and figures impossible to procure elsewhere. 


The Financial Times deals day by day, accurately and fully, with all the varying of 
National, International and Joint Stock finance, and, in addition, contains much information and 
advice of particular interest to the investor of moderate means. 


A Full Financial Service. 


In addition to its periodical features, The Financial Ti renders a unique service to its readers through its daily “ Answers to 

ae. columa. uring the past twaive months over 64,008 separate queries bave bess anewered. AS All questions are replied to 

experts various markets. 

In the “ Round the Markets ” column the investor and speculator has provided for him the best of inside information by “Avtotycus,” 
unquestionably the best informed Stock Exchange correspondent of the day. os 

The most emaglote snd ecnuote let of quotetions of Stocks end Shares showing of} p-to-dete Gustuntions in cies 's pubed daly 
To every Company Secretary The Financial Ti is a daily necessity. A full service is provided relative 

‘. Dy Procedure ‘An instructive article devoted to Sila tia cotrbted by Mr FD. Head, B.A, 


afecting Company Law and 


SheHnaudtal, 


LARGEST CIRCULATION 
OF ANY 
FINANCIAL JOURNAL 
IN THE EMPIRE 


GUARANTEED TUITION FOR , THE SOCIETY’S EXAMINATIONS | 


PITMAN’S CORRESPONDENCE COLLEGE. 


TESTIMONY. 


“I'am very pleased t0 be able to inform you thet 1 have 
ganna Sere Matetndios of the Society. I should like 
to take Opportunity of expressing my appreciation of 
shasmape ail dekvert aahes boy the Collage tiieny 


“THE FACT THAT I PASSED BOTH THE 
INTERMEDIATE AND FINAL AT THE FIRST 
ATTEMPT SPEAKS WELL FOR YOUR TUITION 
METHODS. | 

mnt 


SALIENT 
FEATURES: 


TUTORIAL 


countants and 


i HELP WITH 
INDIVIDUAL 
DIFFICULTIES 


student. 


assisting the : 


SEND TO-DAY — 


LTCORRESPONDENCE COLLEGES 


EXAMINATION 
WORK 
This has proved 
to be of immense 
value to Exam- 
inees. 


PRINCIPAL: 


FOR ROBT. W. HOLLAND, 
PROSPECTUS. 235 SOUTHAMPTON ROW, LONDON, W.C.1 O.B.E., M.A, M.Se., LL.D. 
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GREGG BOOKS 


PRINCIPLES AND PRACTICE OF 
BOOK-KEEPING AND ACCOUNTS 


Aa In Edition.) By B. G. VICKERY, F.C.A., F.C.LS. 
Intermediate tex Secre- 


PRINCIPLES OF MERCANTILE LAW 


By E W. CHANCE, O.B.E., L.L.B., New Revised 

ition by THOMAS "OTTAWAY, Solicitor and Notary 

student’s text-book on’ those sections of the 

hee wired for and 
practical use. 
Volume I, 2837+x 
Volume If, 270+ 


From all Booksellers or direct from 


THE GREGG PUBLISHING CO.,LTD. 


36-38, KINGSWAY, LONDON, W.0.2. 


GREGG ais" 


i eg 


ei ESTABLISHED [782 |l° 


SESQUICENTENARY 


THE YEAR 1931 1s THE 


150Trnh YEAR 


OF THE COMPANY’S EXISTENCE 


signalise the completion of a century-and-a-half of public 
usefulness, readers are invited to assist in making this year 
a notable one by placing their own Insurances with the Com- 
pany and endeavouring to interest their friends in its activities, 


THE “PHCNIX” TRANSACTS 
ALL CLASSES OF INSURANCE 


FIRE, LIFE, ACCIDENT, 
MARINE 


Enquiries are invited and will be dealt with promptly 


PHCENIX 


ASSURANCE COMPANY, LIMITED 


Head Office : 
PHNIX HOUSE, KING WILLIAM ST., LONDON, E.C.4 


WNL A SOres YEAR 


LATEST PUBLICATIONS 


£2 2s. 9d. net, post free. 


KONSTAM 
INCOME TAX 


FIFTH EDITION 
By E. M. KONSTAM, K.C. 
A treatise on the Law designed for the 
use of the taxpayer's advisers, with the 
“The whole field is indeed covered by 
this admirable treatise, which at once takes 


its place as the leading work on the 
subject.”—Law Journal. 


11s. 3d. net, post free. 


INCOME TAX LAW 
AND PRACTICE 


FIFTH EDITION (AUGUST 1931) 


By C. A. NEWPORT, F.C.R.A. 
and RONALD STAPLES, F.S.S. 


A comprehensive book by experts illustrated 
throughout with examples. 


The best concise book for Accountants. It 
includes an Appendix of Questions and 
Answers for the use of students. 


SWEET & MAXWELL, LTD., 


OFFICIAL BOOKSELLERS 
3, CHANCERY LANE, LONDON, W.C.2. 


ADVERTISEMENTS. xxi 
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and exercises, with skeleton answers. 642+ vii pages, ee 
bound in cloth. 12/6 net. ; 
ELEMENTS OF ECONOMICS 
(Fifth Edition.) a E. THOMAS, B.Com. Deals 
comprebensively and in a clear and interesting manner 
with the whole field of economic theory. Covers ex- 
aminations of the C.1S., Bankers’ Inst., C.A., etc. 
683 + viii pages, bound in cloth. 10/6 net. 
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ADVERTISEMENTS. 


H.F.L. (Pusiisuers) LTD. 


5th Edition. 


PRACTICAL AUDITING 


By Spicer & PEGLER 


Price 21/- Completely Revised. A really practical guide to Auditing in all its phases Post Free U.K. 21/9 


5th Edition. PRACTICAL BOOK-KEEPING & COMMERCIAL KNOWLEDGE, By Spicer & PEcLer 
Price 7/6 The Ideal Book for all Beginners 


Post Free U.K. 8/- 


8th Edition. 


BOOK-KEEPING AND ACCOUNTS 


By Spicer & PEGLER 


' Price 20/- Company and Cost Accounts sections absolutely brought up to date _—_— Post Free U.K. 20/9 


10th Edition. 
Price 15/-, now ready 


EXECUTORSHIP LAW & ACCOUNTS, By RAnkKING, Spicer & PEGLER 
Completely Revised 


Post Free U.K. 15/9 


17th Edition. RIGHTS AND DUTIES By RANKING, SPICER & PEGLER 
; OF LIQUIDATORS, TRUSTEES AND RECEIVERS 
Price 15/- A Book recommended to Student and Practitioner Alike Post Free U.K. 15/9 


llth Edition. 
Ready September. 
Price 10/6 


INCOME TAX 
The Most Authoritative and up-to-date Text Book 


By Spicer & PEGLER 
Edited by H. A. R. J. Witson, F.C.A., F.S.A.A. 
Post Free U.K. 11/3 


WE SHALL BE PLEASED TO SUPPLY ANY PUBLICATIONS REQUIRED, WHATEVER THE SUBJECT MAY BE 


Complete List of ACCOUNTANCY and Law PuBLicaTions free :— 


eusatannant, cut, LONDON. 17, IRONMONGER LANE, CHEAP. SIDE, E.C.2. weTnoronean 600. 


Commerce Degree 


Bureau 
, 


The official Institution for the assistance 
of EXTERNAL STUDENTS preparing 
for the COMMERCE DEGREE. 


a 


ACCOUNTANTS and 

Articled Clerks, especially 
those living in the Provinces, 
wishing to read for the Degree, 
should write for Prospectus and 
advice to the Secretary, 


Mr. H. J. CRAWFORD, B.A., 
46, RUSSELL SQUARE, 
LONDON, W.C.1. 


TAXTUITION. 


Fifty practical taxation questions 
with model solutions and notes 
thereon giving references to 
Acts and cases prepared by 
Chartered Accountant practising 
and specialising in income tax, 
with long experience of tutoring, 
lecturing and writing on taxation. 


SUITABLE FOR FINAL STUDENTS 
OR QUALIFIED ACCOUNTANTS 
DEALING WITH TAX MATTERS. 


Price 21s. post free. 


TAXTUITION, 


3, Frederick Street, Edinburgh. 
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ADVERTISEMENTS. 


‘ii 


EXPERT TUITION 
for the Institute and Society Examinations. 


+ 


E. IRVINE HALLAS, A.C.A., contuste easteslin’ Postel Cranes, 


Exams. No classes of any : candidate is coached 

indi the tuition being adapted to meet his precise 

needs. tuition given solely by assistant 
Pains’ cri and matking of work, and 


urn of all papers is guaranteed. From May, 
to «1931, 7169's pa ant have been 
Intermediate and Final Exams., 
pecan | 85 per cent. of students presented—results 
coaching institu’ 


over this we by ANY tion. 
jag Ft 1929: 4 pone oe . = 
: passed out sitting. . 
results : 30 out of 34 sitting. Detailed results in 
Exams. have been r " 
Moderate fees. Books loaned. 'Prises to ALL students 
taking Honours. 


For Particulars apply— 
IVEGATE, BRADFORD. 


That Book You Want! 


FOYLES CAN SUPPLY IT 
Dd ahs, Tomei cher Dyatamn Tete 
and . Twenty-four other ts. 
Catalogues. and look over the carefully stock at Rana 4 
or write for Catalogue 511 (gratis), outlining Togekeenaat and interests. 
Deferred Payments. Books Purchase. 
SPECIAL OFFER OF 


Foreign Exchange 4 & Foreign Bills 
By Seeapase. Presents in a concise and oon o> theory and 

foreign exchange. The tion of foreign 

are matters which concern not only it all commercial 

ae eck oe Sous Ge pated oth a s bom ade Corus points. 

Published at 7s. 6d. Offered at Se. post free. 


SENT ON APPROVAL. QUOTE OFFER 511. 


FOYLES for BOOKS 


119-125, Charing Cross Ro&d, London, W.C.2 


BUY BRITISH GOODS 


Size 144 x 103 x 4. Two partitions. 
DIRECT FROM FACTORY 


CREED SEATON & Co. DORRIDGE, or Birmingham. 


Limited, Butts Works, evcmen. 


Successful Preparation 


for Your Examination 


The I.C.S. can give you unsurpassed coaching 
for either the “ Society” or the “ Institute” 
Examinations. 


and wide experience. 


The Schools were founded in 1891 and are the 
world’s largest institution devoted to tuition by 
correspondence. Each Course is carefully planned 
to give the student that soundness of knowledge 
which, unlike “cramming,” is practically an 
assurance of success in the Examination Room. 


Write for full information and, if you wish, 
| for our expert advice. Tain gv te | 
and places you under no obligation. 


International Correspondence Schools, Ltd., 
242, International Buildings, Kingsway, London, W.C.2. 


CITY OF NOTTINGHAM. 


APPOINTMENT OF CITY TREASURER. 


HE N ham City Council invite tions for 
the appointment of City Treasurer at a salary of 
£1,600 per annum, rising by annual increments 

of £100 per annum to £1,800 per annum. 

Applicants must be thoroughly experienced in the 
duties of the Office and an intimate knowledge of 
Local Government Accountancy in all its branches. 

They must hold the Final Certificate of the Institute 
of Chartered Accountants, the Society of Incorporated 
Accountants and Auditors, or the Institute of Municipal 
Treasurers and Accountants. 

inate appointed will be required to act as 

Officer of of the Corporation and be wholly 
responsible for the accounts and finance of all depart- 
ments, inch the Trading De ts which cover 
Water, io Electricity, oo Trent Navigation, &c. 
He will be required to devote the whole his time 
to the duties of his Office. 

The appointment will be terminable by three calendar 
months notice on either side. 

The position is a designated post under the Local 
Government and Other Officers’ Superannuation Act, 1922, 
and the successful candidate will be required to contribute 
to the superannuation fund, and to pass medical examination 
prior to taking up his duties. 

Applications, stating age, qualifications and experience, 
accompanied of not more than three recent 
testimonials 


Canvassing members or Officers of the Council, either 
in ee 


WwW. J. BOARD, 


Guildhall, Nottingham. Town Clerk. 
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R for Disposal are requested to communicate eB 
the undermentioned, who are —— to Purchase 4 
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CCOUNTANTS desirous of arranging a Partnership } 
or the sale or purchase of a practice should write 
Gordon Ford & Co., 10, Norfolk Street, London, 
W.C.2 (Temple Bar 6177). . 
oe : By 


Royal Exchange 
Assurance 


ALL GLASSES OF INSURANCE TRANSAGTED 
_ including 
Insurance against Loss of Profits resulting from Fire. 


FIDELITY BONDS 


The Bonds of the Corporation are accepted 
by all departments of H.M. Government. 


? 


The Corporation acts as 
TRUSTEE AND EXECUTOR 


Applications for Agencies are invited from gentlemen in a position to influence business. 


APPLY FOR FULL PARTICULARS TO THE GENERAL MANAGER 


Published on behalf of Tae Sociery or INCORPORATED ACCOUNTANTS AND Avptrors ALexanper Apwerr Garnert, Secretary, 
Incorporated Accountants’ Hall, Victoria Embankment, London, W.C.2, and 3 & 
‘0, Southwark Bridge Road, London, $.E.1.—Sep 
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